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RESOLUTION
LOPEZ, J.:

The interpretation of the real estate mortgage contract is the main issue
in this Petition for Review on Certiorari under Rule 45 of the Rules of Court
assailing the Court of Appeals’ (CA) Decision' dated March 27, 2017 in
CA-G.R. CEB-CV No. 04387, which declared void the extrajudicial
foreclosure sale.

ANTECEDENTS

On August 13, 2002, Spouses Voltaire and Ella Villanueva borrowed
P100,000.00 from The Commoner Lending Corporation (TCLC) payable
within one year and with 24% interest per annum.* As security, Spouses
Villanueva executed a real estate morteage over Lot No. 380-D.°
Therealfter, Spouses Villanueva paid TCLC a total of P82,680.00 but were
unable to settle the balance of P41.,340.00. Thus, TCLC sent a final demand

Rollo, p. 14-26; penned by Associate Justice Gabriel T. Robeniol, with the concurrence of Associate
Justices Pamela Ann Abella Maxino and Pablito A. Perez.

Id at 121, 137.

Il at 138-139, 156-157. Lot No, 380-D is a 107-square meter land situated ai Manac-Manoc, Malay,
AKlan, and covered by Tax Declaration No. 2313 in (he name of Voltaire Villanueva.
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power to sell the mortgaged property in a public auction,'? to wit:

WHEREFORE, the appeal is GRANTED. The Decision dated March
29,2012 of the RTC, 6" Judicial Region, Branch 6, Kalibo, Aklan in Civil
Case No. 7823 is REVERSED and SET ASIDE. The extrajudicial
foreclosure, Certificate of Sale and Final Deed of Safe issued thereunder are
hereby declared NULL and VOID for lack of the special power or authority
to sell the mortgaged property.

SO ORDERED. ™

TCLC sought reconsideration but was denied.” Hence, this petition.
TCLC maintains that paragraph 3 of the real estate mortgage provided the
authority to foreclose the mortgage and sell the property to satisfy Spouses
Villanueva’s debt. Furthermore, Spouses Villanueva are already barred from
questioning the extrajudicial proceedings because they failed (o redeem the
property within one year from the issuance of the certificate of sale. On the
other hand, Spouses Villanueva insisted that TCLC was only granted the
power to possess the property but not to foreclose the mortgage in case of
non-payment of the loan.'®

RULING

It is settled that the literal meaning shall govern when the terms of a
contract are clear and leave no doubt as to the intention of the parties.'” The
courts have no authority to alter the agreement or to make a new contract for
the parties. Their duty is confined to the interpretation of the terms and
conditions which the parties have made for themselves without regard to their
wisdom or folly. The courts cannot supply malerial stipulations or read into
the contract words which it does not contain. It is only when the contract is
vague and ambiguous that the courts are permitted to interpret the agreement
and determine the intention of the parties.'® Here, the real estate mortgage
contract is complete and leave no doubt as to the authority of TCLC to sell the
mortgaged property.

Specifically, in extrajudicial foreclosure of real estate mortgage, a
special power to sell the property is required which must be either inserted in
or attached to the deed of mortgage. Apropos is Section | of Act No. 3135,"
as amended by Act No. 4118.%" thus:

Section 1. When a sale is made under a special power inserted in or
attached (o any recal estate mortgage hercafter made as security for the
payment of money or the fulfillment ol any other obligation, the provisions

Supra note 1.

N Roflo, p. 26.

15 Id. at 41-43.

S Jd at213-216.

7 Civi. Coni, Art, 1370,

1% Pun Pacific Service Contractors, e, v. Equitable PCT Bank, 630 Phil. 94 (2010).

An Act to Regulate the Sale of Property Under Special Powers Inserted in or Annexed to Real Estate
Mortzages, Act No. 335, March 6, 1924,

Approved on December 7, 1933,
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CERTIFICATION

Pursuant to Section 13, Article VIII of the Constitution, | certify that the
conclusions in the above Resolution had been reached in consultation before
the case was assigned to the writer of the opinion of the Court’s Division.

DIOSDADO M. PERALTA
Chief Justice




