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BERSAMIN, J.:

Extrinsic fraud, as a ground for the annulment of a judgment, must emanate from an act of the adverse party, and
the fraud must be of such nature as to have deprived the petitioner of its day in court. The fraud is not extrinsic if
the act was committed by the petitioner’s own counsel.

The Case

This appeal seeks to undo the dismissal by the Court of Appeas (CA) of the petitioner’s action for annulment of
judgment through the assailed resolution promulgated on July 31, 2003,[1] as well as the denia of its motion for
reconsideration on September 12, 2003.[2]

Antecedents

On various dates in 1993, Bonier de Guzman (Bonier), then the President of petitioner corporation (Pinausukan,
for short), executed four real estate mortgages involving the petitioner’s 517 square meter parcel of land situated
in Pasay City [3] in favor of Far East Bank and Trust Company (now Bank of Philippine Islands), to be referred to
herein as the Bank. The parcel of land was registered in Transfer Certificate of Title No. 126636 of the Register of
Deeds of Pasay City under the name of Pinausukan.[4] When the unpaid obligation secured by the mortgages had
ballooned to P15,129,303.67 as of June 2001, the Bank commenced proceedings for the extrajudicial foreclosure
of the mortgages on August 13, 2001 in the Office of the Ex Officio Sheriff, Regional Trial Court (RTC), in Pasay
City.[5] Two weeks thereafter, the sheriff issued the notice of sheriff’s sale, setting the public auction on October
8, 2001 at the main entrance of the Hall of Justice of Pasay City.[6]

Learning of the impending sale of its property by reason of the foreclosure of the mortgages, Pinausukan,
represented by Zsae Carrie de Guzman, brought against the Bank and the sheriff an action for the annulment of
real estate mortgages in the RTC on October 4, 2001 (Civil Case No. 01-0300), averring that Bonier had obtained
the loans only in his personal capacity and had constituted the mortgages on the corporate asset without
Pinausukan’'s consent through a board resolution. The case was assigned to Branch 108.[7] Pinausukan applied
for the issuance of a temporary restraining order or writ of preliminary injunction to enjoin the Bank and the
sheriff from proceeding with the extrajudicial foreclosure and the public auction.

In the ensuing trial of Civil Case No. 01-0300, Pinausukan presented Zsae Carrie de Guzman as its first witness
on May 30, 2002. However, the subsequent hearing dates were reset several times. In August 2002, the parties
informed the RTC about their attempts to settle the case.
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The counsels of the parties did not appear in court on the hearing scheduled on September 5, 2002 despite having
agreed thereto. Accordingly, on October 31, 2002, the RTC dismissed Civil Case No. 01-0300 for failure to
prosecute.[8] The order of dismissal attained finality.[9]

On June 24, 2003, the sheriff issued a notice of extrgjudicial sale concerning the property of Pinausukan.[10] The
notice was received by Pinausukan aweek later.

Claiming surprise over the turn of events, Pinausukan inquired from the RTC and learned that Atty. Michael Dale
Villaflor (Atty. Villaflor), its counsel of record, had not informed it about the order of dismissal issued on October
31, 2002.

On July 24, 2003, Pinausukan brought the petition for annulment in the CA seeking the nullification of the order
of October 31, 2002 dismissing Civil Case No. 01-0300. Its petition, under the verification of Roxanne de
Guzman-San Pedro (Roxanne), who was one of its Directors, and concurrently its Executive Vice President for
Finance and Treasurer, stated that its counsel had been guilty of gross and palpable negligence in failing to keep
track of the case he was handling, and in failing to apprise Pinausukan of the developments on the case. It further
pertinently stated as follows:

6. Inquiry from counsel, Atty. Michael Dale T. Villaflor disclosed that although the Registry Return Receipt
indicated that he received the Order on November 28, 2002, according to him, as of said date, he no longer
holds office at 12[th] Floor, Ever Gotesco Corporate Center, 1958 C.M. Recto Avenue, Manila but has
transferred to Vecation (sic) Club, Inc., with office address 10th Floor Rufino Tower, Ayala Avenue, Makati
City. Petitioner was never notified of the change of office and address of its attorney.

7. The palpable negligence of counsel to keep track of the case he was handling constituted professional
misconduct amounting to extrinsic fraud properly warranting the annulment of the Order dated October 31,
2003 as petitioner was unduly deprived of its right to present evidence in Civil Case No. 01-0300 through no
fault of itsown.[11]

On July 31, 2003, the CA dismissed the petition for annulment,[12]citing the failure to attach the affidavits of
witnesses attesting to and describing the alleged extrinsic fraud supporting the cause of action as required by
Section 4, Rule 47 of the Rules of Court; and observing that the verified petition related only to the correctness of
its allegations, a requirement entirely different and separate from the affidavits of witnesses required under Rule
47 of the Rules of Court.

On September 12, 2003,[13] the CA denied Pinausukan’s motion for reconsideration.
Issue

Pinausukan posits that the requirement for attaching the affidavits of witnesses to the petition for annulment
should be relaxed; that even if Roxanne had executed the required affidavit as a witness on the extrinsic fraud, she
would only repeat therein the allegations aready in the petition, thereby duplicating her allegations under her
oath; that the negligence of Atty. Villaflor, in whom it entirely relied upon, should not preclude it from obtaining
relief; and that it needed a chance to prove in the RTC that Bonier had no right to mortgage its property.

Ruling
The appeals lacks merit.

1
Nature and statutory requirements for
an action to annul a judgment or final order
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The remedy of annulment of judgment has been long authorized and sanctioned in the Philippines. In Banco
Espariol-Filipino v. Palanca,[14] of 1918 vintage, the Court, through Justice Street, recognized that there were
only two remedies available under the rules of procedure in force at the time to a party aggrieved by a decision of
the Court of First Instance (CFl) that had aready attained finality, namely: that under Sec. 113, Code of Civil
Procedure, which was akin to the petition for relief from judgment under Rule 38, Rules of Court; and that under
Sec. 513, Code of Civil Procedure, which stipulated that the party aggrieved under a judgment rendered by the
CFl “upon default” and who had been “deprived of a hearing by fraud, accident, mistake or excusable
negligence” and the CFl had “finally adjourned so that no adequate remedy exists in that court” could “present
his petition to the Supreme Court within sixty days after he first learns of the rendition of such judgment, and not
thereafter, setting forth the facts and praying to have judgment set aside.”[15] It categorically ruled out a mere
motion filed for that purpose in the same action as a proper remedy.

The jurisdiction over the action for the annulment of judgment had been lodged in the CFl as a court of general
jurisdiction on the basis that the subject matter of the action was not capable of pecuniary estimation. Section 56,
paragraph 1, of Act No. 136 (An Act providing for the Organization of Courts in the Philippine Islands), effective
on June 11, 1901, vested original jurisdiction in the CFI over “al civil actionsin which the subject of litigationsis
not capable of pecuniary estimation.” The CFl retained its jurisdiction under Section 44(a) of Republic Act No.
296 (The Judiciary Act of 1948), effective on June 17, 1948, which contained a similar provision vesting origina
jurisdiction in the CFl over “al civil actions in which the subject of the litigation is not capable of pecuniary
estimation.”

In the period under the regimes of Act No. 136 and Republic Act No. 296, the issues centered on which CFl, or
branch thereof, had the jurisdiction over the action for the annulment of judgment. It was held in Mas v.
Dumara-og[16] that “the power to open, modify or vacate a judgment is not only possessed by, but is restricted to
the court in which the judgment was rendered.” In JM. Tuason & Co., Inc. v. Torres,[17] the Court declared that
“the jurisdiction to annul a judgment of a branch of the Court of First Instance belongs solely to the very same
branch which rendered the judgment.” In Sterling Investment Corporation v. Ruiz,[18] the Court enjoined a
branch of the CFl of Rizal from taking cognizance of an action filed with it to annul the judgment of another
branch of the same court.

In Dulap v. Court of Appeals,[19] the Court observed that the philosophy underlying the pronouncements in these
cases was the policy of judicia stability, as expressed in Dumara-0g, to the end that the judgment of a court of
competent jurisdiction could not be interfered with by any court of concurrent jurisdiction. Seeing that the
pronouncements in Dumara-og, J.M. Tuason & Co., Inc. and Sterling Investment confining the jurisdiction to
annul a judgment to the court or its branch rendering the judgment would “practically amount to judicial
legislation,” the Court found the occasion to re-examine the pronouncements. Observing that the plaintiff’s cause
of action in an action to annul the judgment of a court “springs from the alleged nullity of the judgment based on
one ground or another, particularly fraud, which fact affords the plaintiff a right to judicia interference in his
behalf,” and that that the two cases were distinct and separate from each other because “the cause of action (to
annul judgment) is entirely different from that in the action which gave rise to the judgment sought to be annulled,
for a direct attack against a final and executory judgment is not incidental to, but is the main object of, the
proceeding,” the Court concluded that “there is no plausible reason why the venue of the action to annul the
judgment should necessarily follow the venue of the previous action” if the outcome was not only to violate the
existing rule on venue for personal actions but also to limit the opportunity for the application of such rule on
venue for persona actions.[20] The Court observed that the doctrine under Dumara-og, J.M. Tuason & Co., Inc.
and Sterling Investment could then very well “result in the difficulties precisely sought to be avoided by the rules,
for it could be that at the time of the filing of the second action for annulment, neither the plaintiff nor the
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defendant resides in the same place where either or both of them did when the first action was commenced and
tried,” thus unduly depriving the parties of the right expressly given them by the Rules of Court “to change or
transfer venue from one province to another by written agreement — a right conferred upon them for their own
convenience and to minimize their expenses in the litigation — and renders innocuous the provision on waiver of
improper venue in Section 4 (of Rule 4 of the Revised Rules of Court).”[21] The Court eventually ruled:

Our conclusion must therefore be that a court of first instance or a branch thereof has the authority and
jurisdiction to take cognizance of, and to act in, a suit to annul a final and executory judgment or order
rendered by another court of first instance or by another branch of the same court. The policy of judicial
stability, which underlies the doctrine laid down in the cases of Dumara-og, JM. Tuason & Co., Inc. and
Sterling Investment Corporation, et a., supra, should be held subordinate to an orderly administration of
justice based on the existing rules of procedure and the law.[22] X X X

In 1981, the Legislature enacted Batas Pambansa Blg. 129 (Judiciary Reorganization Act of 1980).[23] Among
several innovations of this legisative enactment was the formal establishment of the annulment of a judgment or
final order as an action independent from the generic classification of litigations in which the subject matter was
not capable of pecuniary estimation, and expressly vested the exclusive original jurisdiction over such action in
the CA.[24] The action in which the subject of the litigation was incapable of pecuniary estimation continued to
be under the exclusive original jurisdiction of the RTC, which replaced the CFl as the court of genera
jurisdiction.[25] Since then, the RTC no longer had jurisdiction over an action to annul the judgment of the RTC,
eliminating all concerns about judicial stability. To implement this change, the Court introduced a new procedure
to govern the action to annul the judgment of the RTC in the 1997 revision of the Rules of Court under Rule 47,
directing in Section 2 thereof that “[t]he annulment may be based only on the grounds of extrinsic fraud and lack
of jurisdiction.” [26]

The Court has expounded on the nature of the remedy of annulment of judgment or final order in Dare Adventure
Farm Corporation v. Court of Appeals,[27] viz:

A petition for annulment of judgment is a remedy in equity so exceptional in nature that it may be availed of
only when other remedies are wanting, and only if the judgment, final order or fina resolution sought to be
annulled was rendered by a court lacking jurisdiction or through extrinsic fraud. Yet, the remedy, being
exceptional in character, is not allowed to be so easily and readily abused by parties aggrieved by the final
judgments, orders or resolutions. The Court has thus instituted safeguards by limiting the grounds for the
annulment to lack of jurisdiction and extrinsic fraud, and by prescribing in Section 1 of Rule 47 of the Rules of
Court that the petitioner should show that the ordinary remedies of new trial, appeal, petition for relief or other
appropriate remedies are no longer available through no fault of the petitioner. A petition for annulment that
ignores or disregards any of the safeguards cannot prosper.

The attitude of judicial reluctance towards the annulment of a judgment, final order or fina resolution is
understandable, for the remedy disregards the time-honored doctrine of immutability and unalterability of final
judgments, a solid corner stone in the dispensation of justice by the courts. The doctrine of immutability and
unalterability serves a two-fold purpose, namely: (@) to avoid delay in the administration of justice and thus,
procedurally, to make orderly the discharge of judicia business; and (b) to put an end to judicial controversies,
at the risk of occasional errors, which is precisely why the courts exist. As to the first, a judgment that has
acquired finality becomes immutable and unalterable and is no longer to be modified in any respect even if the
modification is meant to correct an erroneous conclusion of fact or of law, and whether the modification is
made by the court that rendered the decision or by the highest court of the land. As to the latter, controversies
cannot drag on indefinitely because fundamental considerations of public policy and sound practice demand
that the rights and obligations of every litigant must not hang in suspense for an indefinite period of time.

The objective of the remedy of annulment of judgment or final order isto undo or set aside the judgment or final

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 4 of 11
Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



BATAS.org - Philippine Law Library G.R. No. 159926. January 20, 2014

order, and thereby grant to the petitioner an opportunity to prosecute his cause or to ventilate his defense. If the
ground relied upon is lack of jurisdiction, the entire proceedings are set aside without prejudice to the original
action being refiled in the proper court.[28] If the judgment or final order or resolution is set aside on the ground
of extrinsic fraud, the CA may on motion order the trial court to try the case as if atimely motion for new trial had
been granted therein.[29] The remedy is by no means an appea whereby the correctness of the assailed judgment
or final order isin issue; hence, the CA is not called upon to address each error allegedly committed by the tria
court.[30]

Given the extraordinary nature and the objective of the remedy of annulment of judgment or final order,
Pinausukan must be mindful of and should closely comply with the following statutory requirements for the
remedy as set forth in Rule 47 of the Rules of Court.

The first requirement prescribes that the remedy is available only when the petitioner can no longer resort to the
ordinary remedies of new trial, appeal, petition for relief or other appropriate remedies through no fault of the
petitioner.[31] This means that the remedy, athough seen as “a last remedy,”[32] is not an aternative to the
ordinary remedies of new trial, appea and petition for relief. The petition must aver, therefore, that the petitioner
failed to move for a new trial, or to appeal, or to file a petition for relief without fault on his part. But this
reguirement to aver is not imposed when the ground for the petition is lack of jurisdiction (whether alleged singly
or in combination with extrinsic fraud), simply because the judgment or final order, being void, may be assailed at
any time either collaterally or by direct action or by resisting such judgment or final order in any action or
proceeding whenever it isinvoked, unless the ground of lack of jurisdiction is meanwhile barred by laches.[33]

The second requirement limits the ground for the action of annulment of judgment to either extrinsic fraud or lack
of jurisdiction.

Not every kind of fraud justifies the action of annulment of judgment. Only extrinsic fraud does. Fraud is
extrinsic, according to Cosmic Lumber Corporation v. Court of Appeals,[34] “where the unsuccessful party has
been prevented from exhibiting fully his case, by fraud or deception practiced on him by his opponent, as by
keeping him away from court, a false promise of a compromise; or where the defendant never had knowledge of
the suit, being kept in ignorance by the acts of the plaintiff; or where an attorney fraudulently or without authority
connives at his defeat; these and similar cases which show that there has never been areal contest in the trial or
hearing of the case are reasons for which a new suit may be sustained to set aside and annul the former judgment
and open the case for anew and fair hearing.”

The overriding consideration when extrinsic fraud is alleged is that the fraudulent scheme of the prevailing litigant
prevented the petitioner from having his day in court.[35] Nonetheless, extrinsic fraud shall not be a valid ground
if it was availed of, or could have been availed of, in amotion for new trial or petition for relief.[36]

In contrast, intrinsic fraud refers to the acts of a party at atria that prevented a fair and just determination of the
case, but the difference is that the acts or things, like falsification and false testimony, could have been litigated
and determined at the trial or adjudication of the case.[37] In other words, intrinsic fraud does not deprive the
petitioner of his day in court because he can guard against that kind of fraud through so many means, including a
thorough trial preparation, a skillful cross-examination, resorting to the modes of discovery, and proper scientific
or forensic applications. Indeed, forgery of documents and evidence for use at the trial and perjury in court
testimony have been regarded as not preventing the participation of any party in the proceedings, and are not,
therefore, constitutive of extrinsic fraud.[38]

Lack of jurisdiction on the part of the trial court in rendering the judgment or final order is either lack of
jurisdiction over the subject matter or nature of the action, or lack of jurisdiction over the person of the petitioner.
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The former is a matter of substantive law because statutory law defines the jurisdiction of the courts over the
subject matter or nature of the action. The latter is a matter of procedura law, for it involves the service of
summons or other process on the petitioner. A judgment or final order issued by the trial court without jurisdiction
over the subject matter or nature of the action is aways void, and, in the words of Justice Street in Banco
Espariol-Filipino v. Palanca,[39] “in this sense it may be said to be a lawless thing, which can be treated as an
outlaw and dlain at sight, or ignored wherever and whenever it exhibits its head.”[40] But the defect of lack of
jurisdiction over the person, being a matter of procedura law, may be waived by the party concerned either
expressly or impliedly.

The third requirement sets the time for the filing of the action. The action, if based on extrinsic fraud, must be
filed within four years from the discovery of the extrinsic fraud; and if based on lack of jurisdiction, must be
brought beforeit is barred by laches or estoppel.

Laches s the failure or neglect for an unreasonable and unexplained length of time to do that which by exercising
due diligence could nor should have been done earlier; it is negligence or omission to assert a right within a
reasonable time, warranting a presumption that the party entitled to assert it either has abandoned it or declined to
assert it.[41] Its other name is stale demands, and it is based upon grounds of public policy that requires, for the
peace of society, the discouragement of stale claims and, unlike the statute of limitations, is not a mere question of
time but is principally a question of the inequity or unfairness of permitting a right or claim to be enforced or
asserted.[42] The existence of four elements must be shown in order to validate laches as a defense, to wit: (a)
conduct on the part of the defendant, or of one under whom a claim is made, giving rise to a situation for which a
complaint isfiled and a remedy sought; (b) delay in asserting the rights of the complainant, who has knowledge or
notice of the defendant’s conduct and has been afforded an opportunity to institute a suit; (c) lack of knowledge
or notice on the part of the defendant that the complainant will assert the right on which the latter has based the
suit; and (d) injury or prejudice to the defendant in the event that the complainant is granted a relief or the suit is
not deemed barred.[43]

Estoppel precludes a person who has admitted or made a representation about something as true from denying or
disproving it against anyone else relying on his admission or representation.[44] Thus, our law on evidence
regards estoppel as conclusive by stating that “[w]henever a party has, by his own declaration, act, or omission,
intentionally and deliberately led another to believe a particular thing true, and to act upon such belief, he cannot,
in any litigation arising out of such declaration, act or omission, be permitted to falsify it.”[45]

The fourth requirement demands that the petition should be verified, and should allege with particularity the facts
and the law relied upon for annulment, as well as those supporting the petitioner’s good and substantial cause of
action or defense, as the case may be.[46] The need for particularity cannot be dispensed with because averring
the circumstances constituting either fraud or mistake with particularity is a universal requirement in the rules of
pleading.[47] The petition is to be filed in seven clearly legible copies, together with sufficient copies
corresponding to the number of respondents, and shall contain essential submissions, specifically: (a) the certified
true copy of the judgment or final order or resolution, to be attached to the original copy of the petition intended
for the court and indicated as such by the petitioner;[48] (b) the affidavits of witnesses or documents supporting
the cause of action or defense; and (c) the sworn certification that the petitioner has not theretofore commenced
any other action involving the same issues in the Supreme Court, the CA or the different divisions thereof, or any
other tribunal or agency; if there is such other action or proceeding, he must state the status of the same, and if he
should thereafter learn that a similar action or proceeding has been filed or is pending before the Supreme Court,
the CA, or different divisions thereof, or any other tribunal or agency, he undertakes to promptly inform the said
courts and other tribunal or agency thereof within five days therefrom.[49]
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The purpose of these requirements of the sworn verification and the particularization of the allegations of the
extrinsic fraud in the petition, of the submission of the certified true copy of the judgment or final order or
resolution, and of the attachment of the affidavits of witnesses and documents supporting the cause of action or
defense is to forthwith bring all the relevant facts to the CA’s cognizance in order to enable the CA to determine
whether or not the petition has substantial merit. Should it find prima facie merit in the petition, the CA shall give
the petition due course and direct the service of summons on the respondent; otherwise, the CA has the discretion
to outrightly dismiss the petition for annulment.[50]

2.
Pinausukan’s petition for annulment was
substantively and procedurally defective

A review of the dismissal by the CA readily reveds that Pinausukan's petition for annulment suffered from
procedural and substantive defects.

The procedural defect consisted in Pinausukan’s disregard of the fourth requirement mentioned earlier consisting
in its failure to submit together with the petition the affidavits of witnesses or documents supporting the cause of
action. It is true that the petition, which narrated the facts relied upon, was verified under oath by Roxanne.
However, the submission of the affidavits of witnesses together with the petition was not dispensable for that
reason. We reiterate with approval the CA’s emphatic observation in the resolution of July 31, 2003 dismissing
the petition for annulment to the effect that Roxanne's verification related only “to the correctness of the
alegations in the petition” and was “not the same [or] equivalent to the affidavit of witnesses that the above-cited
Rule requires.”[51] To us, indeed, the true office of the verification is merely to secure an assurance that the
allegations of a pleading are true and correct and not the product of the imagination or a matter of speculation, and
that the pleading isfiled in good faith.[52]

Pinausukan's failure to include the affidavits of witnesses was fatal to its petition for annulment. Worthy to
reiterate is that the objective of the requirements of verification and submission of the affidavits of witnessesisto
bring all the relevant facts that will enable the CA to immediately determine whether or not the petition has
substantial merit. In that regard, however, the requirements are separate from each other, for only by the affidavits
of the witnesses who had competence about the circumstances constituting the extrinsic fraud can the petitioner
detail the extrinsic fraud being relied upon as the ground for its petition for annulment. This is because extrinsic
fraud cannot be presumed from the recitals alone of the pleading but needs to be particularized as to the facts
constitutive of it. The distinction between the verification and the affidavits is made more pronounced when an
issue is based on facts not appearing of record. In that instance, the issue may be heard on affidavits or depositions
presented by the respective parties, subject to the court directing that the matter be heard wholly or partly on oral
testimony or depositions.[53]

The substantive defect related to the supposed neglect of Atty. Villaflor to keep track of the case, and to hisfailure
to apprise Pinausukan of the developments in the case, which the CA did not accept as constituting extrinsic
fraud, because —

Based solely on these alegations, we do not see any basis to give due course to the petition as these allegations
do not speak of the extrinsic fraud contemplated by Rule 47. Notably, the petition’s own language states that
what is involved in this case is mistake and gross negligence of petitioner’s own counsel. The petition even
suggests that the negligence of counsel may constitute professional misconduct (but this is a matter for lawyer
and client to resolve). What is certain, for purposes of the application of Rule 47, is that mistake and gross
negligence cannot be equated to the extrinsic fraud that Rule 47 requires to be the ground for an annulment of
judgment. By its very nature, extrinsic fraud relates to a cause that is collateral in character, i.e., it relates to
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any fraudulent act of the prevailing party in litigation which is committed outside of the tria of the case, where
the defeated party has been prevented from presenting fully his side of the cause, by fraud or deception
practiced on him by his opponent. Even in the presence of fraud, annulment will not lie unless the fraud is
committed by the adverse party, not by one's own lawyer. In the latter case, the remedy of the client is to
proceed against his own lawyer and not to re-litigate the case where judgment had been rendered.[54]

We concur with the CA. Verily, such neglect of counsel, even if it was true, did not amount to extrinsic fraud
because it did not emanate from any act of FEBTC as the prevailing party, and did not occur outside the trial of
the case. Moreover, the failure to be fully aware of the developments in the case was Pinausukan's own
responsibility. As a litigant, it should not entirely leave the case in the hands of its counsel, for it had the
continuing duty to keep itself abreast of the developments if only to protect its own interest in the litigation. It
could have discharged its duty by keeping in regular touch with its counsel, but it did not. Consequently, it has
only itself to blame.

WHEREFORE, the Court AFFIRMS the assailed resolutions of the Court of Appeals promulgated on July 31,
2003 and September 12, 2003; and ORDERS the petitioner to pay the costs of suit.

SO ORDERED.

Sereno, C.J., Leonardo-De Castro, Villarama, Jr., and Reyes, JJ. concur
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