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Judgment was rendered in favor of the plaintiff in a suit for the recovery of a mortgage credit in the amount of
151,307, as principal, and P62,217.58, as interest, brought in the Court of First Instance of Tarlac on August 19,
1925 by the Philippine National Bank against Gregorio Natividad. The judgment having become final, a writ of
execution was issued, and the public auction sale of some of the debtor's property was announced, including the
land described in the transfer certificate of title No 227, of the registry of deeds of Tarlac. The attorney for Luis
Arnalot offered the sheriff the following bid:

"As attorney for Mr. Luis Arnalot, | offer for the land described in the transfer certificate of title No. 227 of the
registry of Tarlac, for sale at public auction in civil case No. 2177 of the Court of First Instance of Manila, the
sum of thirty-two thousand, two hundred and forty pesos (P32,240), Philippine currency, which, on this date, is
the amount of said Mr, Arnalot's first mortgage upon said land, by virtue of a public instrument duly noted in
the memorandum of liens and encumbrances of the aforementioned certificate of title.

"Tarlac, Tarlac, May 25, 1927.

“(Sgd.) Jose Galan Blanco"

The sheriff accepted the bid, but upon requesting payment of Arnalot, the latter refused to make it, alleging that
the bid was made by the mortgagee, Luis Arnalot, who, as appears from the record, holds a first mortgage on the
land, there being a second and special mortgage on the same land in favor of the bank.

The sheriff then prayed the court to confirm the sales made by him in the mortgage foreclosure, excluding the sale
in favor of Arnalot, due to the non-payment of the P32,240.

Counsel for Arnalot objected to the sheriff's contention, but, after the trial court had considered the incident, it
passed a resolution on September 16, 1927 overruling Arnalot's opposition and ordering him to pay the provincial
sheriff the P32,240 offered by him at the auction sale of the land in question. On November 17, 1927, the plaintiff
Philippine National Bank, invoking section 458 of the Code of Civil Procedure, petitioned the court to order the
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resale of the property with the provision that any loss that might then be sustained by the plaintiff should be paid
by Luis Arnalot or his attorney; the petition was granted by the court, and on December 6, 1927, the resale of the
land in question was ordered. On January 16, 1928 the writ of execution for the resale was issued, but on the 30th
of said month, the bank itself stayed the execution of said writ.

During the pendency of the instant case defendant Gregorio Natividad was declared insolvent, and on November
1, 1926 the Philippine National Bank entered an appearance in the proceedings of voluntary insolvency, and asked
the court to enjoin the assignee to exclude definitely from the sale of Gregorio Natividad's property al the real
and personal property described in the first paragraph of said motion, which may be found on page 207 of the
record, and to make formal delivery thereof to the Philippine Nationa Bank. On November 3, 1926, the bank
acting through its attorney, addressed the letter Exhibit Q to Arnalot's attorney, which reads as follows:

"With reference to the parcel of land situated in the municipality of Capas, Province of Tarlac, and described in
transfer certificate of title No. 227 of Tarlac, included in our petition dated November 1, 1926, filed in civil
case No. 2213 of the Court of First Instance of Tarlac entitled 'Insolvencia Voluntaria de Gregorio Natividad,'
asking that the properties described therein be delivered to the bank, mortgagee of the properties, we agree to
your proposition that, provided you do not oppose our said petition for the delivery of the properties mentioned
and provided you also signify in writing to the court that you agree to the said petition, we will deliver to you
the said parcel of land described in transfer certificate of title No. 227 as soon as said property shall have been
delivered to us by the assignee of the insolvency by order of the Court of First Instance of Tarlac granting our
said petition.”

And in accordance with this letter, the attorney for Arnalot, Galan Blanco, filed an appearance in the voluntary
insolvency of Gregorio Natividad, in the following terms:

"Comes now Don Luis Arnalot y Carrera, through his undersigned counsel, and does hereby signify his
conformity to the petition filed by the Philippine National Bank on November 1, 1926, the hearing of which
has been set for next Saturday.”

In view whereof, the court, on December 10, 1926, ordered the sheriff, as ex-officio assignee, to deliver to said
Philippine National Bank all the property lawfully in his custody, clearly and especially mortgaged to said bank,
upon payment or reimbursement to said sheriff of al the expenses incurred by the latter on account of said bank's
petitions, for the publication of the sale of the property of the insolvent Natividad, and for the subsequent
suspension of said sale upon motion of the judgment creditor and mortgagee the Philippine National Bank.

Arnalot, through another attorney, prayed the court to vacate its orders issued on September 16, and December 6,
1927, and that he be relieved from paying any amount upon the alleged bid at the auction sale or in consequence
thereof, and that, in any event, if such be the proper legal procedure, that the order be directed to and executed
against Attorney Jose Galan Blanco personally. This petition was denied by the court; Arnalot excepted, and the
court having denied the motion for anew trial filed by him, he appealed to this court.

The appellant assigns ten errors, of which only the fourth and the seventh, referring to the effects of the bid made
by Arnalot's attorney, and to the suspension of the resale asked by the plaintiff bank, shall be taken up, they being
the decisive pointsin this case.

As the appellant Arnalot did not intervene in the action for the recovery of the mortgage credit brought by the
Philippine National Bank, the result of said action could not affect his rights arising from the first mortgage he
held on the land in litigation, and there was no necessity for him to bid at the auction sale for the purpose of
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safeguarding his rights. At al events, his bid was disapproved by the court, and therefore, the sale made in his
favor by the sheriff by virtue of said bid was ineffective. It is true that upon petition of the bank, the court ordered
the resale of the land, with the provision that Arnalot would be liable for any damage to the bank arising from the
re-sale; but, the bank having moved for the suspension of this resale, there is no legal ground for holding the
appellant Arnalot liable.

On the other hand, it appears from the record that in the course of the insolvency proceedings the Philippine
National Bank asked that delivery be made to said bank of al the real and personal property described in its
petition, of November 1, 1936, being the same property described in the complaint for the recovery of the
mortgage credit and that was granted by the court; that it signified to the appellant its willingness to deliver the
land in question to Arnalot's lawyer, provided Arnalot did not oppose its petition in said insolvency proceedings
for the delivery of the property mentioned in its petition of November 1, 1926; and Arnalot's attorney appeared in
said proceedings, expressing his acquiescence in the bank's petition.

Briefly, the conclusions drawn from the record are as follows. At the public auction sale in question, Arnalot
offered the sheriff for the land to be sold, the amount of his mortgage credit, which is prior to that of the bank, the
judgment creditor. The sheriff accepted the bid and considered the land as sold to the highest bidder, but the price
not being forthcoming, he moved the court to disapprove said sale, which was granted. Subsequently, the bank
prayed the court to order aresale, which was suspended on motion of the bank itself. On the other hand, the court
below ordered the delivery of the land, together with others pertaining to the mortgagor, to the bank upon petition
of the latter, and with the consent of Arnalot. In view of these facts, it is evident that the sale at public auction
made by the sheriff to Arnalot was quashed because it was not confirmed by the court in accordance with section
257 of the Code of Civil Procedure. And granting that the resale ordered by the trial court was suspended upon
petition of the bank, the judgment creditor, we are of opinion that there are no legal grounds for holding Arnalot
liable for any damage arising from his bid at the auction sale in question.

Wherefore, the orders appealed from are reversed, and it is held that appellant Luis Arnalot is relieved and
absolved from al liability of paying any amount upon the alleged bid at the aforesaid public auction sale, without
specia pronouncement as to costs.

So ordered.

Johnson, Street, Malcolm, Ostrand, Johns, Romauldez and Villa-Real, concur.
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