Supreme Court
Hanila

THIRD D1VISION

NOTICE

Sirs/Mesdames:
Please take notice that the Cowrt, Third Division, issued a Resolution

dated July 20, 2022, which reads as follows:

“G.R. No. 198776 (Spouses Emmanuel S, Castillo and Luzviminda
Flores-Castillo v. Carlito Y. Santos, Mario Mamangon, Mike Septimo, and
Philippine Nutional Bank). - For this Court’s resolution is a Petition for
Review on Cerriorari® dated October 18, 2011 filed by spouses Emmanuel S.
Castillo and Luzviminda Flores-Castillo (petitioners) seeking to reverse and set
aside the Decision” dated May 25, 2011 and the Resolution® dated September
28, 2011 of the Court of Appeals (CAY in CA-G.R. CV Ne. 90292,

The CA reversed and ser aside the Decision? dated July 18, 2006 of the
Regional Trial Courl (RTC) of Guimba, Nueva Ecija and dismissed the
complaint against respondent Philippine National Bank (PNB).

Facts of the Case

Petitioners filed & Complaint® for breach of contract and damages against
PNB and its branch officers namely; Carlite Y. Santos (Samfos) — Manager,
Mario Mamangon (Mamangon} — Assistant Manager, and Mike Septimo
(Seplimo) — Loan Officer of PNB-Guimba branch.

Petitioners were cngaged in the poultry business® and were valued clients
of PNB-Guimba branch for six vears before the former iransferred their loan
account io Rizal Commercial Banking Corporation (RCBC)-Guimba branch.”
Somelme in Jamuary 1997, rospondents Santos, Mamangon, and Septimo
visited the residence of pelitioner and was able lo convince them to transfer
their foan account from RCBC-Guimba branch to PNB-Guimba branch.?
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Resolution -2 - G.R. No. 198776
July 24, 2022

Petitioners alleped in their complaint that during the meeting at their

residence, Santos, Mamangon, and Septiimo offered them a loan package of
P5,000,000.00 under liberal terms and conditions in order te finance the
improvement and expansion of their poultry business.? 1L was supposedly under
these terms that petitioners were convinced to transfer their loan account [rom
RCBC-Guimba branch to PNB-Guimba branch.'® However, only the iotal
amount of 2,900,000.00 was rclcased. Petitioners claimed that they demanded
respondent PNB to release the remaining $2,100,000.00 of the loan proceeds,
but they were refused.!! Accordingly, petitioners claimed that due 1o respondent
PNB’s failure to release the remaining loan proceeds, they were not ablc to
cxpand their poultry business and the chicks they previously ordered all died,
thus, they suffered damages in the amount of 2750,000.00 representing aciual
losses and P5,000,000.00 as unrealized income.!?
[n their Answer,'® respondents conceded that while they indeed visited
peliloners at their residence to discuss available loan packages, they dented
thai they promised and assured a loan in the amount of £5,000,000.00.** During
{rial, petitioners presented a hand written list of loans prepared by Santos that
PNBE was allepedly offering to petitioners.'” However, respondents denied that
this was an offer, rather only a mere #llustration of the possible total loan
petitioners could oblain from PNB." Respondents furiher conlended that ihe
amoeunt of loan that was approved by PNB was only £2,900.000.00, broken
down as follows: P2,000,000.00 Home Sweet Loan; P400,000.00
Pangkabuhayan ng Bayan Loan; and #300,000.00 Time Loan Commercial.!”

Respondents clarificd (hat while petitioners applied for a loan package
in the amount of P5,000,000.00, this amount is not automatically granted and
relcased without first seeing an appraisal report on peltitioners’ coliateral as well
as a study and review of their business.’® Respondents alleged that the collateral
put up by petitioners was insufficient to justify the grant and release of the full
amount of #5,000,000.00.17 Respondents, in fact, advised petitioners to
improve and consiruct additional poultry houses so that the higher officials of
PNB would approve the rematning loan application, however petitioners failed
to do s0. Moreover, respondents alleged that the loan extended to petitioners
was far more liberal and beneficial to them considering that it was for the
amount of £2,900,000.00 [or a térm of 10 years, while the loan granted by
RC%E was for $2,200,000.00 for a term of one year in the form of a credil
line.
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Resolution -3 - G B Ne. 198776
July 28, 2022

Ruling of the Regional Trial Couart

In its Decision™ dated July 18, 2006, the RTC ruled in favor of
petitioners and ordered PNB (o pay the amount of £1,656,000.00 representing
petitioners’ unrealized income and P750,000.00 rcpresenting the value of the
layver chicks ordered by petitioners, as compensatory damages. On the other
hand, the RTC dismissed the case with respect to the other defendants.

The dispositive portion of the decision reads:

“WHEREFORE, judgzmcnt is rendered:
1. Ordering the defendant Philippine National Bank to:

a. Pay to the plamntifis the sum of P2,406,000 (P1,656,000 +
P730,0000 in compensatory damages plus PRLOO0 ss
Attorney’s fees; and

b, Pay the cost of the swt, and

2. Dismissing the casc againsi defendants Carlito Santos, Mamo (G
Mamangon and Mile Septimo. :

80 ORDERED.? (Emphasis in the original)
Thereafter, PNB filed a Notice ol Appeal #
Ruling of the Court of Appeals

In its Decision® dated May 25, 2011, the CA granted PNB’s appeal and
set aside the RTC decision, dismissing the case against PNB. The disposilive
portion of the CA decision reads:

WHEREFORL, in view of the foregoing, the appeal is granted. The
Decision dated 18 July 2006 of the Regional Trial Courl of Guimba, Nueva
Licija, Branch 33 is reversed and set aside and a new one entered dismissing
the case against defendant-appellant PNB.

S0 ORDERED.” (Emphascs in the original}

In reversing the RTC decision, the CA ruled that the loan amount
consented by respondent PNB is only $2,900,000.00. The CA held that the
amount of P5,000,000.00 applied for by petitioners is still subject to the
approval process of respondent PNB which takes into consideration, among
others, the collateral or securily put up by petitioners. The relevant portion of
the CA decision states:
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Resolution -4 - G.R. No. 198776
Juky 20, 2022

We have reviewed the evidence presented by the contending parties
in the instant casc, and bave arrived at the reasoned- conclusion that the
amount of loan consented by PNB is only P2,500,000.00. The amount of
FS.000,000.00 apphied for by plamuffs-appellecs 1s not nccessarily the
amount of the loan, since the same {s subject o approval by the bank based
on the recommendation of the credit worthiness of the bommower and the
sufficiency of the collaternl. llaving experiencad previous loan processing
with RCRC, plaintiffs-appellees shonld know that the branch officers de not
have the final sayv on the loan, as it is alwavs subject to approval by the bank
credit cornmittes, In this case, the only proof prescnted by plaintiffs-appelless
iz a8 mere handwritien and unsigned communation which bears the total amount
ot Four Miflion Eight Hundred Thousand Pesos (24,800,000.00%. This could
not be constrmed as the loan approval of herein defendant-appellant. From the
records of the case, what is clear is that the loan granied was only the amouit
of P2,900.000.00, which was duly approved and releascd by defendant-
appecllant PNB to plaintilf-appelles. s

On June 3, 2011, counsel for petitioners received a copy of the CA
decision, while PNB received a copy thereof on June 7, 2011.%7 However, on
September 9, 2011 the CA received petitioners” Motion with Leave of Court to
Admit Attached Moton for Reconsideration dated September 9, 2011 (motion
to admil) with attached motion for reconsideration.?® Petitioners claimed that
their counsel of record suffered a stroke and was in a severe medical condition,
which prevented him from filing their appeal on time or from notifying
petitioners on the status of their case™ Thus, pelitioners sought for the
admission of their motion for reconsideration despite it being filed bevond the
reglementary period.®”

‘The CA eventually denied petilioners” Motion to Admit and accordingly
their Motion for Reconsideration in its Resolution dated September 28, 2011,

Hence, the present petition for review on certiorar.
Issues
The issues raised before this Court are:

1. Whether the CA decision is already final and executory; and
2. Whether the CA was correct in dismissing the case against PNB.

‘The Court’s Ruling
Atter a review of the records and the allegations of petitioners, this Court

finds no reversible error in the CAs® appreciation of the cvidence on record and
ils conclusions of law.
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G.R. No. 198776
July 20, 2022

L
1

Resolufion -

We, therefore, resolve to deny the petition.

I. The CA decision is already final and
executory and thus, beyord this
Coutrt’s power af review.

An appeal 18 nol a maiier of right, but is one of sound judicial discretion
and may only be availed of in the manner provided by the law and the rules.’!
Thus, a party who fails to question an adverse decision by not filing the proper
remedy within the period prescribed by law loses the right to do so as the
decision, as to him, becomes final and binding.”? Relatedly, a motion for
reconsiderafion 1s a privilege, which may be granied subjecl 1o the conditions
for its cxercise or availability and must be invoked only in the manner and
within the period provided for by the rules.®

Rule 51, Section 10 and Rule 52, Section 1 of the Rules of Court,
respectively state:

SLCTION 10, Emiry of Judgments and Final Resolutions. — T oo
appeal or motion for new 1oal or reconsideralion s fled wilhin the ©me
provided in these Rules, the judgment or lnal resolution shall forthwith be
entered by the clerk wm the book of enides of judgwenis. The date when the
judgment or final resolution becornes executory shall be deemed as the date
of its eniry. The record shall contain the dispositive part of the judgment or
final resolution and shall be signed by the clerk, with a certificate that such
Judgment or final resolrtion has become finat and cxecutory.

KEXX

SECTION 1. Period for Iifing. — A parly may file a motion for
reconsideration of a judgment or final resolution within {ifieen {15) days from
notice theveol, with proof of service on the adverse party.

The foregoing provisions are similarly found #n the 2009 Internal Rules
of Procedure of the CA, which state:

Section 1. Enfry of Judgment. - Unless a motion for reconsideration
ar new trial 15 [iled or an appeal taken to the Supreme Court, judgments and
final resolutions of the Court shall be entered upon expiration of filteen (13)
days from nolice (o the parties.

XXX

Section 5. Entry of Judgment and Final Resolution. — If no appea)
or motion [or new trial or reconsideration is filed within the time provided in
these Rulcs, the judgment or final resolution shall forihwilh be entered by the
clerk in the book of entrics of judgments. The date when the judgment or [nal
resolution becomes execitory shall be decmed as the date of its ontry, The
record shall contain the dispositive part of the judgment or final resolution

n
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Resolution -4 - G.R. No. 198776
July 20, 2022

and shall be signed by the clerk, with a certificate that such judgment or final
resclution has become final and executory.

Thus, a party may file a motion for reconsideration, an appeal, or a
motion for new trial within 13 days from receipt of the decision. Fallure 1o file
the necessary pleading within the reglementary period would render the CA
decision final and cxecutory.

The material dates are undisputed.

On June 3, 2011, counsel for petitioners received a copv of the CA
decision.™ It is axiomatic that when a clicat is represented by counsel, notice
to counsel is notice to client, and receipt of notice by counsel is the reckoning
point of the reglementary period.” Thus, petitioners have 15 days from June 3,
2011 or until June 18, 2011 within which lo fle their motion for
reconsideration. However, neither parties [iled any motions or appeal
questioning the decision of the CA within the reglementary period. It was only
on September 9, 2011 or 97 days after receipt of the CA decision, that
petitioners filed the motion to admit with attached motion for reconsideration.’®

Clearly, petitioners” motion for reconsideration was filed way beyond
the period provided under the rules, [laving failed to file the necessary pleading
within the reglementary period, the CA decision has already lapsed into finality
and the CA was duty bound to enter it inn the book of entries of judgments.

Petitioners claimed that their counsel of record suffcred a stroke and was
in a severe medical condition, which prevented him from filing their appeal on
time or from notifying petitioners on the status of their case.’” Thus, petitioners
sought for the admission of their motion {or reconsideration despite it being
filed beyond the reglementary period.*®

The general rule is that the negligence and mistakes of the counsel are
binding on the cl’;enﬁg excepl when they constiiute gross negligence as to
amouni 1o a deprivation of properly without due process.*

We find petitioners’ excuse unsatisfactory to warrant the allowance of
the filing of the motion [or reconsideration beyond the reglementary period.
After a cursory review of medical cerlificate attached to the motion to admit,
We could not but affirm the findings of the CA. Petitioners’ counsel suffered a
stroke as early as 2009, and it was from this point that his health started to
decline; that he was consirained to slow down in the practice of his profession;
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Resolution -7 - G.R. No. 1983776
July 20, 2022

and that in 2011 he only handled very few cases.*!

Notably, although petitioners’ counsel suffered from severe health
concerns, it was not to such extent as would prohibit him from informing his
clicnts of his condition and the status of thelr cases. Moreover, 1 indeed
petitioners” counsel started to sfow down in the practice of law, since he
suffered from stroke in 2009, prudence would diclale that he should have
informed his clients of his supposed inability to handle case dutifully. Tn any
case, il was pelilioners’ duty to keep in touch with their counsel and to be kept
abreast with the status and progress of their case.”

Notice sent to counsel of record is binding upon the client and the neglect
or failure of counsel to inform him or her ot an adverse judgment resulting in
the loss of his or her right to appeal 18 not a ground for setiing aside a judgment,
valid and regular on its face™ Consequenily, the failure of petitioners to timely
file 2 motien for reconsideration or appeal has rendered the CA decision final
and executory.

We have consistently ruled a judgment that has acquired finality
becomes immutable and unaltcrable® and could no longer be medified in any
respect or attacked directly or indirectly, even by the highest court of the land.
The docirine of finality and immutability of judgments is grounded on the
fundamental considerations of public policy and sound practice to the effect
that, at the risk of occasional error, the judgments of the courts must hbecome
final at some definite date set by law.

II. The CA  correctly  dismissed  the
contplaint against PNB.

Petiioners  claim  that PNB  offered them a [oan package of
£5,000,000.00 under liberal terms and conditions™ to convince them to return
and transfer their loan account from RCBC-Guimba branch to PNB-Gruimba
branch."* [n support of their conlention, petitioners presented a handwriilen list
of loans prepared by Santos that were supposedly being offered by PNB.#
ITowever, out of the supposcd £5,000,000.00 loan package, only the amount of
¥2,900,000.00 was velcased by PNB despite pelitioncrs’ demands. Petitioners,
thus, claimed that due to PNB’s failure to release the remaining loan proceeds,

they were not able to expand their poultry business and they suffered damages
as atesult.?
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Resolution -8 - R, MNo, 1.93'?1'6
July 20, 2022

Respondents, on the other hand, denied that they promised and assured
a loan in the amount of #35,000,000.00." Respondents countersd that the
handwritten list of loans prepared by respondent Santos was not a definite
offer but was merely a presentation/illustration of the possibie total loan
petitioners could obtain rom respondent PNB.>! Respondents clarified that
while petitioncrs applicd for a foan package in the amount of F35,000,000.00
only the amount of £2,900,000.00 could be released as this was (he only amount
that could be secured by their collateral.™

We are in accord with the CA’s ruling.

A simple loan or mutuwe 1s a contract where one of the parties delivers
to anothet, either money or other consumable thing, upon the condrion that the
same amount of the same kind and quality shall be paid.>® A loan contract is
not a consensual contract but a real contract, and it shall not be perfected until
the delivery of the object of the contract.™* Necessarily, the delivery of the
proceeds of the loan by the lender 1o the borrower 1s mndispensable o perfect
the contract of loan.”

As correctly concluded by the CA, the amount applied lor in a loan is
not necessarily the amount that the bank is obligated to grant and release, since
the same 1s still subject to the bank’s review and approval process taking mnto
consideration an applicant’s creditworthiness and sufficiency of'the collateral. >

This Court has often taken judicial notice of the practices of banks and
other financial institutions. Preciscly, it has noted that it is their uniform
practice, before approving a loan, to investipate, examine and assess would-be
borrowers” credit standing or real estale offered as sccurity for the loan
applied.’’

Thus, between the parties” conflicting narration We are more Inclined to
agree with respondents.

In the nstant case, respondent PNB released and delivered only the
amount ol #2,900,000.00 considering that the collatcral put up by petitioners
was not sufficient to cover the amount of #5,000,000.00. It would have been
manifestly reckless for respondent PNB to release the cntire lean proceeds
despite the nsufficiency of petitioners’ collaterals.
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Resolution -9 - G.R. No. 198776
July 20, 2022

Consequently, upon the release and delivery of the loan proceeds, the
loan contract was perfected. The loan contract having been perfected,
petitioners could not demand from PNB the release of the remaining balance of
the loan applied for. Once the proceeds have been delivered, the unilateral
characteristic of the contract arises and the borrower is bound to pay the lender
an amount equal to that received.

All the foregoing told, We find no reversible error in the CA decision
dismissing the case against PNB.

WHEREFORE, premises considered, the Petition for Review on
Certiorari dated October 18, 2011 filed by petitioners spouses Emmanuel S.
Castillo and Luzviminda Flores-Castillo is DENIED for lack of merit.

SO ORDERED.”
By authority of the Court:
W1 £RDC B
MISAEL DOMINGO C. BATTUNG III
Division Clerk of Court
M"h‘ﬂp—

Atty, Marvin J. Urmenila PUBLIC INFORMATION OFFICE
Counsel for Petitioners Supreme Court, Manila

UBMENITA UURMENITA ASSOCIATES LAW FIRM [For uploading pursuant to A.M. 12-7-1-8C]
Unit 3MBS, 5th Floor, Mezzanine

Victoria Station, GMA | Kamuning LIBRARY SERVICES

EDSA, Diliman, Quezon City Supreme Court, Manila
L:(_}U1RT D,F .f‘h_PT‘EAI.fS Judgment Division

CA G.R. (T‘v Mo, 90292 JIIDICIAL RECORDS OFFICE
1000 Manila Supreme Court, Manila

CASTRO ARCEOD & ASSOCIATES LAW OFFICES
Counsel for Respondents

2/F Franco Building

Poblacion, San Isidro

3104 Nueva Ecija

PHILIPPINE JUDICIAL ACADEMY
Research Publications and Linkages Office
Supreme Court, Manila

[rescarch philja@yvahoo.com)

G.R. No. 198776 (104)
URES

Sp. Sv v, Westmont Bank, supra note 53 at 709,



