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AUSTRIA-MARTINEZ, J.:

This resolves an appeal by Petition for Review under Rule 45 of the Rules of Court from the December 11, 2000
Decision[1] and June 17, 2001 Resolution of the Court of Appeals (CA) in CA-G.R. SP No. 54261.[2]

The material facts are summarized by the CA, thus:[3]

Marie lole Nacua-Jao (Jao) filed a Complaint[4] with the Regional Trial Court (Branch XV), Naic, Cavite (RTC)
against Spouses Jackson and Jennerie Gan (Spouses Gan), Lee Ching Hsien (Hsien) and China Banking
Corporation (CBC) for Recovery of Property, Declaration of Nullity of Deeds and Title and Damages. In said
Complaint, Jao alleged that she is the lawful owner of a parcel of land with improvements known as Lot No. 561,
located at Ternate, Cavite and registered in her name under Transfer Certificate of Title (TCT) No. T-525552.[5]
In September 1995, before leaving Cebu, she entrusted the owner's duplicate copy of T-525552 to Hsien. The
following year, she wrote[6] Hsien demanding the return of the owner's duplicate copy of T-525552 but the latter
failed to comply. Jao later found out that Hsien had sold the subject property to Spouses Gan by virtue of a Deed
of Sale dated January 19, 1996,[7] and that the latter had caused the cancellation of T-525552 and the issuance in
their names of TCT No. T-602202[8] covering the subject property. She also discovered that Spouses Gan
mortgaged[9] said property to CBC as security for a loan of Php1,600,000.00, which mortgage is annotated on
T-602202. She then wrote Spouses Gan and CBC, demanding the reconveyance of the subject property;[10] but
her demand went unheeded. Thus, she filed the Complaint not only against Spouses Gan and Hsien but aso
against CBC[11] and prayed that the RTC nullify T-602202 and restore T-525552, cancel the mortgage in favor of
CBC, and order defendants to pay her damages and attorney's fees.[12]

CBC filed a Motion to Dismisg13] the Complaint on the ground of lack of cause of action. Jao vigorously
opposed it.[14]

The RTC granted the Motion to Dismissin an Order dated December 11, 1997, which reads:

After a thorough and careful examination of the arguments and contentions of both parties, defendant China
Banking Corp. and plaintiff Marie lole Nacua-Jao, this Court finds the contentions and arguments of defendant
China Banking Corp. contained in its Motion to Dismiss and in its Reply to the plaintiff's Opposition to be
meritorious, therefore, the same is granted. On the other hand, plaintiff's contention in her Opposition and
Rejoinder are found to be without merit and so therefore, this Court denies the same.

WHEREFORE, having granted the Motion to Dismiss of defendants China Banking Corp., this Court hereby
orders the Complaint of plaintiff in the instant case as against defendant China Banking Corp. dismissed, as it
is hereby dismissed.
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SO ORDERED.[15]

Jao filed aMotion for Reconsideration but the RTC denied the same in its Order dated April 19, 1999, thus:

In her Motion for Reconsideration, plaintiff still failed to particularize the circumstances constituting fraud or
mistake on the part of defendant China Banking Corp., thereby disregarding the provisions enunciated in Sec.
5, Rule 8 of the Rules of court.

XX XX

WHEREFORE, lacking merit, plaintiff's Motion for Reconsideration dated November 27, 1998 is denied, as it
is hereby denied. On the other hand, defendant China Banking Corporation's Comment/Opposition to plaintiff's
Motion for Reconsideration dated December 21, 1998 is hereby granted.

SO ORDERED.[16]

Jao filed a Petition for Certiorari[17] with the CA which denied the same in its December 11, 2000 Decision. It
aso denied Jao's Motion for Reconsideration[18] in a Resolution dated July 17, 2001.[19]

Hence, the present recourse to this Court, petitioner Jao raising the following issues:
|

WHETHER OR NOT THE HONORABLE COURT OF APPEALS ERRED IN DISMISSING THE CASE
ON THE GROUND OF LACK OF CAUSE OF ACTION

WHETHER OR NOT THE HONORABLE COURT OF APPEALS ERRED IN NOT APPRECIATING THE
MULTIPLICITY OF SUITSIN DISMISSING THE CASE.

WHETHER OR NOT THE HONORABLE COURT OF APPEALS ERRED IN NOT FINDING
RESPONDENT CHINA BANKING CORPORATION AS AN INDISPENSABLE OR NECESSARY PARTY
IN THE CASE.

v

WHETHER OR NOT THE HONORABLE COURT OF APPEALS ERRED IN FINDING THAT THE
COMPLAINT DID NOT ALLEGE THE PARTICULAR ACTS OF FRAUD.

\Y

WHETHER OR NOT THE HONORABLE COURT OF APPEALS ERRED IN ASSUMING THAT
RESPONDENT CHINA BANK WAS A MORTGAGEE IN GOOD FAITH WITHOUT HEARING.[20]

The petition is meritorious.
Weresolvejointly the first, fourth and fifth issues, al these being interrelated.

The Motion to Dismiss subject matter of this Petition was filed by respondent before it filed an answer or
responsive pleading to the Complaint. It is to be treated therefore as a Motion to Dismiss on the ground of failure
to state a cause of action under Sec. 1(g),[21] Rule 16 of the Rules of Court.

To determine if a complaint states a cause of action, the test is whether, admitting the truth of the facts alleged
therein, the court may render avalid judgment in accordance with the prayer. If the answer is "no," the complaint
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does not state a cause of action and should be dismissed forthwith. If "yes," then it does and must be given due
course.[22] What are considered, however, are only the material alegations in the complaint, the appended
annexes or documents and other pleadings of the plaintiff, or the admissions in the records.[23] Extraneous facts
and circumstances are not taken into account.[24]

In its December 11, 1997 Order granting the Motion to Dismiss, the RTC failed to state clearly and distinctly its
reasons for granting the Motion to Dismiss, contrary to Sec. 3,[25] Rule 16. It was only in its April 19, 1999
Order that the RTC made reference to the alleged failure of "xxx plaintiff xxx to particularize the circumstances
constituting fraud or mistake on the part of defendant xxx,"[26] and to the claim of respondent that it is a
mortgagee-in-good-faith.[27]

The CA affirmed the dismissal of the Complaint based on the following findings:

In the instant case, the petitioner relies on paragraph 15 of the complaint as the alegation narrating the
connivance and conspiracy of the respondent bank with the other defendants. The said paragraph states:

- That from the foregoing, therefore, it is very evident that the defendants had connived and conspired to effect
the so-called sale and mortgage of Lot No. 561 and the transfer of the title thereof to defendant Gan spouses
name; XxXx

It is obvious from the said paragraph that there is nothing therein which states the specific overt acts which show
that the private respondent acted in conspiracy with the other defendants. There is no allegation that the
respondent bank had prior knowledge or could have known with the exercise of due diligence, that the title
presented by the Gan spouses was fraudulently acquired. Nowhere is it aleged in the complaint that the
respondent bank had notice, information, or knowledge of any flaw or illegality in the action of the other
defendants. Clearly then, the bare statement in paragraph 15 of the complaint does not establish any right or cause
of action on the part of the petitioner against the respondent bank. It is a mere conclusion of law which is not
sustained by the factual declarations, much less admitted by the respondent bank.[28]

We are unable to subscribe to the foregoing view of the CA. Even a cursory reading of the Complaint readily
reveals a clear statement of the cause of action of petitioner. The Complaint reads:

XX XX

- That plaintiff is the lawful owner of Lot No. 561 and its improvements xxx covered by Title No. T-525552
issued in her name xxx.

XX XX

- That sometime this year, plaintiff was only shocked to learn that a falsified and fraudulent Deed of Absolute
Sale executed on January 19, 1996 was presented to the Register of Deeds xxx in order to cause the
cancellation of plaintiff'stitle xxx.

- That consequently, TCT No. T-525552 xxx was illegally cancelled and replaced by TCT No. T-602202 in the
name of defendant Gan spouses XxX.

XX XX

- That Lot No. 561, now covered by TCT No. T-602202 (Annex "H") in the name of defendant Gan spousesis
presently mortgaged to defendant China Banking Corporation in the amount of P1,600,000.00; the mortgage is
annotated at the back of Annex "H" and the annotation is marked as Annex "H-1"; all the proceeds thereof
went to defendant Gan Spouses.

- That on knowing the falsification and the illegal cancellation of her title, plaintiff wrote defendant Jackson
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Gan and defendant China Banking Corporation protesting against the unlawful transactions that not only
involved Lot No. 561 at Ternate, Cavite but also Lot No. 9, Blk. 89 at Paranaque, Metro Manila; machine
copies of the letter-protests are hereto attached as Annexes "I" and "J', respectively, and made integral parts
hereof;

XX XX

- That from the foregoing, therefore, it is very evident that defendants had connived and conspired to effect the
so-called sde and mortgage of Lot No. 561 and the transfer of the title thereof to Gan spouses
name.[29](Emphasis ours)

Annex "J',[30] whichisan integral part of the Complaint,[31] readsin part:
XX XX

It appears that the aforementioned properties were unlawfully and criminally mortgaged to your Bank by one
Jackson Gan xxx who forged or caused to be forged and/or falsified or caused to be falsified two (2) separate
instruments of sale in his favor, covering the aforesaid properties making it appear that the said instruments
were signed by our client when in truth and in fact were not.

In sum, the Complaint recites that (1) petitioner was the registered owner of the subject property; (2) she was
defrauded of her rights to the property when title thereto was transferred in the name of Spouses Gan based on a
forged deed of sale; and (3) she was further defrauded of her rights to the property when respondent accepted the
same as security for the payment of aloan acquired by Spouses Gan even when the latter's title to the property is
void. Certainly, these allegations gave sufficient notice to respondent of the cause of action of petitioner for
cancellation of mortgage, the elements of which are: (1) that petitioner has a legal right to the subject property as
registered owner thereof; (2) that all persons, including respondent, has the correlative obligation to respect such
legal right; and (3) that respondent violated the same when it accepted the property as security for aloan obtained
by Spouses Gan even when the latter's title thereto is void.[32] Thus, respondent having filed a Motion to Dismiss
and thereby hypothetically admitting these allegations to be true,[33] judgment may be rendered on the relief
prayed for, which is the cancellation of the mortgage over the property.

There is much ado over the alleged failure of petitioner to specify the form and extent of respondent's
participation in the questioned sale and mortgage.

On the contrary, we find in paragraph 15 of the Complaint -- which states that respondent ‘connived and
conspired' with Spouses Gan to effect the questioned mortgage -- a statement of the ultimate fact that respondent
participated in the fraudulent mortgage of the property. Ultimate facts refer to the principal, determinative,
constitutive facts upon the existence of which the cause of action rests. The term does not refer to details of
probative matter or particulars of evidence which establish the material elements.[34] The words ‘connived and
conspired’ may seem to respondent general and indefinite, but vagueness is not a ground for a motion to dismiss,
the proper recourse being amotion for abill of particulars.[35]

Neither may it be said that the Complaint fails to state a cause of action merely because it did not traverse the
issue of whether respondent is a mortgagee in good faith. We already ruled that the claim that a mortgagee is one
in good faith is a matter of defense[36] which should be determined during the trial.[37] The dismissa of a
complaint before resolution of that issue would certainly be precipitate, asit was in this case.

With the foregoing disquisition, the second and third issues have become academic. Suffice it to state that
respondent is an indispensable party as, without it, no complete judgment on the prayer for nullification of the
T-602202 on which its mortgage is annotated may be rendered.[38]
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WHEREFORE, the petition is GRANTED. The Decision dated December 11, 2000 and Resolution dated July 17,
2001 of the Court of Appeals together with their Orders dated December 11, 1997 and April 19, 1997 are
REVERSED and SET ASIDE. The caseis ordered REMANDED to the trial court for trial.

Costs against respondent.

SO ORDERED.

Panganiban, C.J., (Chairperson), Y nares-Santiago, Callgjo, Sr., and Chico-Nazario, JJ., concur.
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