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DECISION 

HERNANDO~ J.: 

This Petition for Review on Certiorari challenges the January 31, 2013 
Decision1 and November 7, 2013 Resolution2 of the Court of Appeals (CA) in 
CA-G.R. CV No. 92874. 

The issuances of the appellate court affirmed the July 14, 2008 Decision3 

and October 23, 2008 Order4 of the Regional Trial Court (RTC) of Makati, 
Branch 59, in Civil Case No. 07-183, which dismissed the Complaint for 

1 Rollo, pp. 7-26; penned by Associate Justice Ramon A. Cruz and concurred in by Associate Justices Noel G. 
Tijam (a retired member of the Court) and Romeo F. Barza. 
2 Id. at 28; penned by Associate Justice Ramon A. Cruz and concurred in by Associate Justices Noel G. Tijam 
(a former member of this Court) and Romeo F. Barza. 
3 Id. at 144-151; penned by Presiding Judge Winlove M. Dumayas. 
4 ld. at 168; penned by Presiding Judge Winlove M. Dumayas. 
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Specific Perfon:nance; Accounting and Damages with Prayer for the Issuance 
of a Writ .of Preliminary Injunction and/or Temporary Restraining Order filed 
by the petitioners. ·· 

The Antecedents: 

Petitioner Goldwell Properties Tagaytay, Inc. (Goldwell) obtained loans 
from respondent Metropolitan Bank and Trust Company (Metrobank) in 2001 
covered by several promissory notes5 (PN) and secured by real estate mortgages 

5 CA rollo, pp. 147-175; Promissory Note dated June 26, 2001 for the principal sum of Pl 9,800,000.00 with 
interest rate of 15.50% p.a. over 304 days to be repriced every 30 days, and due on April 26, 2002, with a 
penalty charge of 18% p.a. based on any unpaid principal and/or interest to be computed from date of default 
and full payment of the obligation; 
Promissory Note dated June 25, 2001 for the principal sum of J?650,000.00 with interest rate of 15.50% p.a. 
over 305 days to be repriced every 30 days, and due on April 26, 2002, with a penalty charge of 18% p.a. based 
on any unpaid principal and/or interest to be computed from date of default and full payment of the obligation; 
Promissory Note dated June 19, 2001 for the principal sum ofl.?4,700,000.00 with interest rate of 15.50% p.a. 
over 1,695 days to be repriced every 30 days, for equal amortization ofJ:>85,454.55 to start on July 19, 2001, 
and with a penalty charge of 18% p.a. based on any unpaid principal and/or interest to be computed from date 
of default and full payment of the obligation; 
Promissory Note dated June 19, 2001 for the principal sum of_l?l,050,000 with interest rate of 15.50% p.a. over 
311 days to be repriced every 30 days, and due on April 26, 2002, with a penalty charge of 18% p.a. based on 
any unpaid principal and/or interest to be computed from date of default and full payment of the obligation; 
Promissory Note dated June 11, 2001 for the principal sum of P250,000.00 with interest rate of 15.50% p.a. 
over 319 days to be repriced every 30 days, and due on April 26, 2002, with a penalty charge of 18% p.a. based 
on any unpaid principal and/or interest to be computed from date of default and full payment of the obligation; 
Promissory Note dated June 5, 2001 for the principal sum of P650,000.00 with interest rate of 15.75% p.a_ over 
325 days to be repriced every 30 days, and due on April 26, 2002, with a penalty charge of 18% p.a. based on 
any unpaid principal and/or interest to be computed from date of default and full payment of the obligation; 
Promissory Note dated May 28, 2001 for the principal sum of l?600,000.00 with interest rate of 15.75% p.a. 
over 333 days to be repriced every 30 days, and due on April 26, 2002, with a penalty charge of 18% p.a. based 
on any unpaid principal and/or interest to be computed from date of default and full payment of the obligation; 
Promissory Note dated April 27, 2001 for the principal sum of PS00,000.00 with interest rate of 15.75% p.a. 
over 1,748 days to be repriced every 30 days, for equal amortization of !?13,793.10 to start on May 27, 2001, 
and with a penalty charge of 18% p.a. based on any unpaid principal and/or interest to be computed from date 
of default and full payment of the obligation; 
Promissory Note dated April 20, 2001 for the principal sum ofl?l l,800,000.00 with interest rate of 15.96% p.a. 
over 307 days to be repriced every 30 days, and due on February 21, 2002, with a penalty charge of 18% p.a. 
based on any unpaid principal and/or interest to be computed from date of default and full payment of the 
obligation; 
Promissory Note dated April 20, 2001 for the principal sum of J?500,000.00 with interest rate of 15.75% p:a. 
over 1,755 days to be repriced every 30 days, for equal amortization ofl?8,771.93 to start on May 20, 2001, and 
with a penalty charge of 18% p.a. based on any unpaid principal and/or interest to be computed from date of 
default and full payment of the obligation; 
Promissory Note dated April 10, 2001 for the principai sum of J?300,000.00 with interest rate of 15.75% p.a. 
over 1,765 days to be repriced every 30 days, for equal amortization ofl?5, 172.41 to start on May 10, 2001, and 
with a penalty charge of 18% p.a. based on any unpaid principal and/or interest to be computed from date of 
default and full payment of.the obligation; 
Promissory Note dated March 30, 2001 for the principal sum ofJ?200,000.00 with interest rate of 16.216% p.a. 
over 328 days to be repriced every 30 days, and due on February 21, 2002, with a penalty charge of 18% p.a. 
based on any unpaid principal and/or interest to be computed from date of default and full payment of the 
obligation; 
Promissory Note dated March 26, 200 I for the principal sum ofJ?l ,000,000.00 with interest rate of 16.50% p.a. 
over 1,780 days to be repriced every 30 days, for equal amortization of Pl 7,241.38 to start on April 25, 2001, 
and with a penalty charge of 18% p.a. based on any unpaid principal and/or interest to be computed from date 
of default and full payment of the obligation; 
Promissory Note dated February 8, 2001 for the principal sum of P7,500,000.00 with interest rate of 17.50% 
p.a. over 5 years to be repriced every month, for equal monthly amortization of 1?62,500.00 to start one month 
after the release of the loan, and with a penalty charge of 18% p.a. based on any unpaid principal and/or interest 
to be computed from date of default and full payment of the obligation. 
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and a continuing surety agreemei:it.6 Petitioner Nova Northstar Realty 
Corporation (Nova) also obtained loans from Metrobank under PN Nos. TLS 
2568 and TLS 2559 secured by a real estate mortgage and continuing surety 
agreement. 7 

When Nova and Goldwell (debtor companies) experienced financial 
difficulties, both requested Metrobank to modify their interest payment scheme 
from monthly to quarterly. According to Metrobank, when the debtor 
companies made the request during the last week of October 2001, a branch 
manager of Metrobank immediately referred the matter to its executive 
committee. On December 11, 2001, or roughly a month and a half later, 
Metrobank's executive committee approved the request.8 

On the other hand, the petitioners, in a letter9 dated April 24, 2002, 
alleged that it took the bank four months to reduce the_ approval in writing, 
which resulted in the accumulation of interest and in their failure to pay. Hence, 
the debtor companies requested for the restructuring of their outstanding loans10 

and stated the following: 

Our collection from our receivables can pay 25% of our interest due if reduced 
to I 0% interest per annum. The 70% interest balance [can] be capitalized and 
added to the principal of I->49.28 Million. We can pay the interest due, 
quarterly, on the new loan balance and the loan principal renewable yearly. 
Should our collection allow, like before, we will reduce balance as fast as we 
can. 11 

The parties executed two Debt Settlement Agreements (DSAs) both dated 
August 15, 2003. One was between Me_trobank and Nova as debtor-mortgagor, 12 

with spouses Jose N. Hernandez and EvaL. Hernandez (spouses Hernandez) as_ 
sureties. The other involved Metro bank and Goldwell as borrower-mortgagor, 13 

Nova and Nova Northstar Service Apartment Hotel Co., Inc. as third-party 
mortgagors, and the spouses Hernandez as sureties. 

In Nova's DSA, Nova anq the spouses Hernandez acknowledged that as 
of July 31, 2003, they had a total outstanding obligation of Pl9,539,999.33 to 
Metrobank, broken down as follows: 14 

6 Rollo, pp. 303-306. 
7 Id. at 7-8, 299. 
8 Records, pp. 186-187, 199-200. 
9 CA rollo, pp. 84-85. 
10 Rollo, p. 8. 

· u CA rollo, p. 84. 
12 Rollo, pp. 299-302. 
13 Id. at 303-307. 
14 Id. at 299. 
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Principal 

Past Due Interest @ 16% p.a. 
(from 06.28.01 - 07.31.03) 

Value Added Tax @ 10% p.a. 
(from 01.01.03-07.31.03) 

Penalty charges @ 18% p.a. 
(from 06.28.01 - 07.31.03) 
TOTAL 

-4- G.R. No. 209837 

Pl2,000,000.00 

3,911,066.06 

113,066.60 

3,515,866.67 

P19,539,999.33 

Similarly, in Goldwell's DSA, Goldwell and the spouses Hernandez 
acknowledged that as of July 31, 2003, they had a total outstanding obligation 
of PSS,477,836.22 to Metro bank, broken down as follows: 15 

Principal 

Past Due Interest @ 16% p.a. 
(from 07.24.01 to 07.31.03) 

Value Added Tax @ 10% p.a. 
(from 01.01.03 to 07.31.03) 

Penalty charges @ 18% p.a. 
(from 07.24.01 to 07.31.03) 

Fire insurance premium 

Less: Partial payment (06.30.03) 

TOTAL 

P37,280,902.09 

12,019,801.44 

349,425.68 

7,812,510.26 

52,976.75 

57,515,616.22 
2,037,780.00 

PSS,477,836.22 

The relevant terms and condition·s of both DSAs are summarized, to wit: 

1. 75% of the outstanding penalty charges are waived by Metro bank; 
2. Outstanding past due interest as of July 31, 2003 shall be recomputed at 

12% [per annum] so that the interest plus the corresponding value added 
tax [VAT] due shall be accordingly reduced and covered by a separate 
promissory note to mature on July 31, 2008, and which amount shall be 
paid as follows: 

15 Id. at 304. 

a. Two-year moratorium on the payment of the principal portion of the 
obligation. 

b. Debtor-mortgagor and sureties shall pay quarterly principal payment 
on July 31, 2005 and every end of the quarter thereafter without need 
of demand. 
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c. In addition to the above principal payment, debtor-mortgagor and 
sureties shall pay interest at 10% [per annum] for the first year 
repriceable every quarter thereafter based on the prevailing market 
rate plus 10% [VAT], which shall be paid in arrears to Metro bank 
starting October 31, 2003 and every end of the quarter thereafter 
without need of demand. 

3. The remaining obligation (after Nos. 1 and 2) shall be the principal 
amount of the new obligation and shall be paid in five years :from July 
31, 2003, in the same manner as above. 16 . 

Moreover, the DSAs provided that: 

4. Default in the payment to METROBANK of any amounts due to it on 
stipulated dates shall have the following effects, alternatives, concurrent and 
cumulative with each other; 

a. All payments may, at METRO BANK'S option, be applied to the obligations 
as reverted to the original amount specified in the Third Whereas Clause 
above, the outstanding amount of which may be treated as totally and 
immediately due and demandable. 

b. METROBANK, may at its option, enforce the terms and conditions of the 
original loan documents evidencing the obligations under the First Whereas 
Clause with all interest, penalties and other charges due thereon; 

c. Penalty at the rate of 18% per annum shall be imposed on all defaulted 
amortizations :from date of default to full payment thereof; · 

d. Foreclose the Real Estate Mortgages referred in the First Whereas Clause 
above,judicially or extrajudicially, at METROBANK's option[.] 17 

Pursuant to the DSAs, the debtor companies' total restructured balance 
amounted to ?62,447,492.33. Thus, Goldwell and Nova executed PNs 
amounting to ?9,305,079.17 and P12,878,966.66, respectively, both in favor of 
Metrobank.18 The figures represented the principal, as well as the capitalized 
and recomputed outstanding interests plus the corresponding VAT thereto. 19 

At this point, Metrobank confirmed in a letter2° dated November 5, 2003 
addressed to an officer of Home Development Mutual Fund (Pag-Ibig Fund) 
that the petitioners had good credit standing and were valued customers of the 
bank. 

According to the debtor companies, they still paid th:eir dues until August 
2004.21 However, Metrobank clarified that they only paid the interest 

16 Id. at 9-10; see also pp. 300-301, 305. 
17 .Id. at 300-30 I, 305-306. 
18 Records, pp. I 12-113. 
19 Rollo, p. I 0. 
2° CA rollo, p. 146. 
21 Official Receipts, rollo, pp. 456-469; records, pp. 4'7-60. 
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amortizations and/or penalty charges.22 In addition, the bank presented 
commercial loans note/maintenance history- inquiry23 logs to show that the 
petitioners' last amortization payments were made on August 2, 2004. 

In a letter24 dated October 12, 2004, the petitioners requested Metrobank 
to allow them to pay the equivalent loan value of their collaterals as full payment 

- of the loan. However, Metrobank sent separate demand letters both dated 
November 25, 2004 to N ova25 and Goldwell26 for the payment of their past due 
accounts. 

In a letter27 dated February 9, 2005, the petitioners asked for the release 
of some of their collaterals equivalent to their loan values upon payment of P20 
Million. They added that ( assuming that their obligation amounted to P60 
Million) the balance of P40 Million would be payable in five years with 
quarterly interest payments only for the first year and payment of the principal 
to start at the end of the first quarter of the second year. 

Thereafter, in a letter28 dated May 25, 2005, petitioners requested the 
bank to comment on the proposed release of the collaterals and full payment of 
the loan. Supposedly, during a meeting, the representatives of the parties have 
already agreed on the value assigned to each collateral. However, such was 
without the concurrence of the bank's management. 

Petitioners claimed that they needed the properties as collateral for their 
loan with the International Exchange Bank (I-Bank). They also alleged that 
Metro bank did not agree to their proposal to consider the amount of P40 Million 
as full payment of their outstanding balance; instead, it made a counter-proposal 
for petitioners to pay P48,000,000.00. Purportedly, petitioners were amenable 
to this figure but they still needed to secure the bank's conformity. 

In a letter29 dated May 26, 2005 addressed to Metrobank, Jose Hernandez, 
one of the sureties, asked for confirmation regarding the release of some 
collaterals from mortgage that would be equivalent to the properties' loan 
values. He likewise cited the proposition to pay P48 Million as full settlement 
of the loan (computed from a supposed balance of 1?60 Million less 1?12 Million 
or a 20% discount). 

In a letter3° dated June 20, 2005, peht10ners submitted a modified 
proposal for the payment of their loan. They asked for the release of some 

_ collaterals upon payment of P35 Million and undertook to put up their Alabang 

22 Records, pp. 68-78. 
23 Id. at 201-204. 
24 CA rollo, pp. 105-106. 
25 Id. at 107. 
26 Id. at 108. 
27 Id. at 112. 
28 Id. at 111. 
29 Id. at 113. 
30 Id. at 114. 

1v 
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property as additional collateral for their loans. They likewise requested the 
bank to stop charging interests and penalties while negotiations were ongoing. 
As such, they committed to pay within 30 days or less if their request would be 
approved, especially when their other approved loan guarantee from Pag-IBIG 
Fund and Land Bank of the Philippines (funded by I-Bank) will expire by July 
2005. 

Notably, the petitioners engaged the services of independent appraisal 
companies31 to determine whether their outstanding mortgaged properties 
would sufficiently cover their remaining obligation in the event Metrobank 
would allow the partial release of the collaterals. 

However, in a letter32 dated August 23, 2005, Metrobank rejected 
petitioners' proposal to pay P3:5 Million, finding the same way below the 
original principal amount of their outstanding loan of PS0,128,193.07 exclusive · 
of interest and charges, including P446,920.33 representing realty taxes which 
the bank paid in behalf of the petitioners. It further stated-that the P35 Million 
proposal would not adequately cover the collaterals that they intend to release, 
while the remaining collaterals would not be enough to cover for the loan 
balance. It added that while the bank approved the petitioners' prior proposal to 
pay P20 Million in exchange for the release of some collaterals,33 it did not 
come into fruition because the parties failed to agree on the particular collaterals 
to be released. 

In any case, Metro bank sent a demand letter dated September 9, 200534 

to Goldwell (for the payment of P51,657,500.ll) and another dated September 
12, 200535 to Nova (for the payment of Pl 7,635,367.69). Both amounts were 
inclusive of interest and penalty charges as of July 31, 2005. Thus, the total 
amount for both debtor companies amounted to P69,292,867.80.36 Similarly, 
Metrobank sent a demand letter37 dated September 9, 2005 to the. spouses 
Hernandez as sureties. The debtor companies conducted negotiations anew with , 
Metrobank for the settlement of their obligation. 

In a letter38 dated September 15, 2005, the petitioners proposed to pay 
P40 Million instead of P3 5 Million, in light of their request for the partial release 
of their collaterals. They added that from the first tranche of P66 Million to be 
released by I-Bank, P40 Million would be paid directly to Metrobank for the 
partial release of the Pasay properties. 

31 Appraisal by Cuervo Appraisers, Inc. dated June 22, 2005 that the property's fair market value (FMV) along 
F.B. Harrison Avenue comer Don Benito Hernandez Avenue, within Barangay 76, Zone 10, Pasay City, is 
J.?105, 715,000.00, records, pp. 142-151; Appraisal by Valencia Appraisal Corporation dated July 8, 2005 that 
the property's FMV along F.B. Harrison Avenue comer Don Benito Hernandez Avenue is FI04,999,000.00; 
records, pp. 152-163. 
32 CA ro!lo, pp. 82-83. 
33 TCT Nos. 129703, 129704, 129706, 438432, 438429, 438433, 198035, 438430, 438431 and 438435. 
34 Records, p. 61. 
35 Id. at 62. 
36 Rollo, p. IO. 
37 Records, p. 99. 
38 CA ro!lo, p. 119. 

-z / 
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In a letter39 dated October 14, 2005, the petitioners reiterated their 
proposal to Metrobank in their September 15, 2005 letter (payment of P40 
Million) and their offer to put up their Alabang property as additional security 
for the remaining balance. 

In a letter40 dated January 23, 2006, Metrobank agreed to further 
restructure the debtor companies' accountabilities by proposing to reduce the 
amount to P67,373,247.22 with the fo\lowing conditions: (1) that a partial 
payment of P55 Million be made by the· debtor companies on or before 
February 3, 2006; (2) that they reimburse Metrobank for the realty tax which it 
paid in their behalf amounting to P446,920.33; and (3) that they reimburse the 
cost of appraisal of the properties in the amount of P24,500.00. 

The petitioners sent a letter41 d~ted January 31, 2006, requesting for 
further reduction of their total accountabilities to P60 Million, as they 
purportedly secured a P66 Million loan release from I-Bank.42 They stated that 
they would use the remaining P6 Million from the I-Bank loan to construct a 
building. Afterwards, the petitioners sent another letter43 dated February 20, 
2006, wherein they asked for a clarification with regard to the collaterals that 
would be released upon their payment of the P55 Million.44 

In response, Metrobank, in a letter45 dated February 21, 2006, reiterated 
that it already agreed to reduce the total amount to P67,373,247.22 conditioned 
upon the debtor companies' partial payment of P55 Million (which would be 
applied to their discounted obligation, which, as of February 28, 2006, 
amounted to P68,576,218.24), as well as the reimbursement of the realty taxes 
and the cost of appraisal. Metrobank also agreed to cancel the mortgage on the 
Pasay properties covered by TCTNos. 132278 and 143411 upon the petitioners' 
compliance with the new terms. Relevantly, Metrobank stated that the balartce 

, of the obligation shall be secured by the existing mortgages and a deed of real 
estate mortgage over the Alabang real properties covered by TCT Nos. T-17 536 
and T-177540.46 · 

The petitioners, in a letter47 dated February 23, 2006, however, requested 
that they be allowed to pay for the Pasay properties covered by TCT Nos. 
132278 and 143411 first and that after such, they would settle other issues 
following their payment of P55 Million. In its letter48 dated February 24, 2006, 
Metrobank reminded petitioners about the stipulations in their February 21, 

39 Id. at 120. 
40 Rollo, p. 308. 
41 ld.at310. 
42 Id. at 470-471; in relation to the use of Pag-Ibig Fund, see also pp. 472-473. 
43 Id. at 311. 
44 Id. at I 0-11. 
45 Id. at 312-313. 
46 Id. at 11. 
47 Id. at 314. 

, 48 Id. at 315. 
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2006 letter and that they had not made any payments. In view thereof, 
Metrobank informed petitioners that it cannot grant their request to pay for the 
Pasay properties for P55 Million, as the bank already granted them several 
concessions notwithstanding its rights as a secured creditor. 

The petitioners also asked for a meeting with Metro bank to negotiate a 
settlement in a letter49 dated February 27, 2006. Thereafter, in a letter5° dated 
March 2, 2006, the petitioners inquired whether Metrobank would reconsider 
its decision and include their real properties in Alabang covered by TCT Nos. 
T-17536 and T-177540 as additional collateral. Metrobank, in a letter51 dated 
March 2, 2006, stated that while it was willing to consider a proposal for the 
settlement of the petitioners' obligation, it required that such proposal be 
reduced in writing. Metrobank repeated the terms and conditions of the 
previously approved settlement and declared that it would no longer entertain 
any proposal that is a mere modification or a revision of the same.52 

Moreover, in a letter53 dated March 15, 2006, Metrobank explained that 
the sufficiency of properties presented as collaterals was based on the loan value 
and not the appraised value. It added that the total loan value available to the 
borrower was equivalent to 60% of the appraised value of its mortgaged 
properties. Provided that the debtor companies abide by the terms in the 
discounted accountabilities (partial payment of P55 Million), the remaining 
liability would amount to not less than 'Pl 3,576,218.24 ( as the amount continues 
to increase until petitioners actually pay). The release of the Pasay properties 
from mortgage would result in the reduction of the total loanable value of the 
remaining collaterals to Pl2,000,000.00, more or less, -because two of the 
existing collaterals were abutting properties and three other lots were the 
subjects of contracts to sell to third persons. In view of these, adding the 
Alabang properties as collateral, aithough occupied by illegal settlers and prone 
to prolonged flooding, which petitioners offered during the negotiations, would 
be necessary. 54 

The debtor companies, in a letter55 dated March 28, 2006 asserted that 
the appraised values of their mortgaged properties and their corresponding total 
loan values (with the lowest loan value of the remaining mortgaged properties 
in the amount of Pl2,425,020.80), were more than enough to cover the 
remaining liabilities. They asked if the bank would still require additional 
collaterals and would entertain a full payment of the loan but less charges, since 
the bank had continuously refused to accept their payment for the Pasay 
properties which they wished to release from the mortgage. 

49 Id. at 317. 
50 Id. at 319. 
51 Id.at318. 
52 Id. at 11. 
53 Id. at 320-321. 
54 Id. at 11-12. 
55 Id. at 322-323. 
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Metro bank, in a letter56 dated May· 26, 2006 pointed out that the 
petitioners had not made any payment. It countered that the remaining balance 
after the payment of ¥55 Million would be Pl3,576,218.24 (as of February 28, 
2006). As such, the value of the existing collaterals after the release of the 

, mortgage over the Pasay properties would be insufficient to cover the remainder 
of the obligation. It reminded petition~rs that their deadline to settle was on 
February 24, 2006. Yet, three months after, the petitioners did not confirm 
whether the terms would be accepted or not. 57 

Around August 2006, the debtor companies referred their concerns to the 
Bangko Sentral ng Pilipinas (BSP) for mediation. Consequently, the BSP 
required both parties to send their respective proposals and comments to settle 
the matter. 58 

In a letter59 dated September 22, 2006,60 the petitioners informed the BSP 
of the varying valuations made by the independent appraisers and Metrobank's 
in-house appraisers, which appeared to -be 1ower. The petitioners questioned 
Metro bank's reason for asking a higher payment and additional collaterals when 
the remaining collaterals sufficiently covered the loan obligation, especially 
after the offer to pay.P40 Million. 

The petitioners, in a letter61 dated September 22, 2006 to Metrobank, 
submitted a settlement proposal with a computation of their outstanding 
obligation as of August 31, 2006 amounting to P52,891,262.32, broken down 
as follows: 

Outstanding Obligation 

Add: Interest (08/18/01 to 08/31/06) 8% 1,839 days 
Realty taxes paid by Metrobank 

Less: Payments 

Total Amount Due 

P43,293,667.00 

17,450,313.12 
446,920.35 

(8,299,638.15) 

P52,891,262.32 

Metrobank reiterated in its letter62 dated November 22, 2006 that it had 
not received a single payment from the debtor companies despite the 
restructuring of their loans. They had paid neither the real estate taxes due on 

· the mortgaged properties nor the fire insurance policies covering the same. Th_e 
bank asserted that as ofNovember 30, 2006, petitioners' outstanding obligati~n 
already ballooned to P84,646,384.60, from P43,293,677.00 as claimed by the 

56 ld. at 324-325. 
57 Id. at 12. 
58 Id. at 326-327, 336-343. 
59 CArollo, pp. 121-122. 
60 The document was dated September 22, 2005 but most likely it should be September 22, 2006 since the 
mediation before the BSP commenced in 2006. 
61 Rollo, p. 328. 
62 Id. at 329-330. 



Decision G.R No. 209837 

debtor compa.11.ies, Metroban,,1<: clarified that the payment, which the debtor 
companies indicated in the above breakdo'lvn (r8,299,638.15), referred to 
interest payments made in 2004, which was already applied in the outstanding 
obligation of that year *"ld hence~. cannot be applied to the current balance.63 

-,r · • 1 d l • -JV1etrobaru< appen -~a tne debtor companies' consolidated statement64 of account 
as of October 31, 2006, as follows: -

-Nova l\forthstar Realty Corp. 

Principal ftu11ou..11t 15,893,186.75 

Pas.t Di1e InteFest (07.31.04 - 10.31.06) 5,100,406.65 

Penalty on Past Due Interest 876,978.57 

Penalty on Scheduled Principal i\.m,ortization 882,397.59 

Real Property Tax Paid by Metrobank (dtd 447,820.33 
04.12.05) 

Interest on Real Prop.e,r1;y T9-x 
( · 47 870 "" 1 ·' 2- ~o · -:- ,..7i" - ~\ 4 , - .. ;UX ;,4 . .)1/oX.)O ,.)0.); 

Principal &'Tiount 

Past D11e Interest (07,31.04 - 10.31.06) 

Penalt'j on Past Due friterest 

Tota1Amofu'1,t as of October 31, 2006 

46,554,305.58 

10,484,284.71 

7,568,890.57 

:?3,299,920.75 

62,190,489.66 

· Regrettably, the p4rties did not sxriv~ at a settlemt;mt during the mediation 
do ' £" i"1 Br,D prg_cee mgs oe;.ore .. ne ;:ii • 

-,,--, ; '1 _, ··1-· ·~1 " :h . - t C .. ,,:;5 ~ s .,.. _ ~venmauy, tne peq._wp,ers i1 ea L.e mstan · omplamc' tor pec1nc 
Performance, Accou.-i:1ting and Damages with Prayer for the Issuance of a \Vrit 
of Preliminary Injunction and/or Temporary Restraining Order dated February 
1 ~ 2007 ~,gainst Ivietrobank before t,_h,e RTC of Ma.1<:ati, Branch 59 and prayed for 
the following reliefs: 

a) That, upon plaintiffs["] filing a bond in an mnou:nt which this Honorable Court 
may fix, a temporary tf;Straini:rig order and subsequently a \lv'rit of preliminary 
• • • , .- •• ' • , • • ;.i • • • •A' - b , .?' lY-JJlLricu.an o;:;; 1mmectiateiy issuea, rnstra1nmg anu enJ01nmg 1.\,.etro ";a_ri.._l(, aom 
initiating foreclosure proceedings upon. the plaintiffs' mortgaged properties; 

63 Id. at 12-13. 
64 td. at 331-335. 
65 Id. at 87-98; Civil Cgse No. 07-1~3, 
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b) That, after trial, judgment be rendered making said preliminary injunction 
permanent; 

c) That, Metrobank be ordered to make an accounting of the outstanding loan 
obligations and consider and apply the appraisal values submitted by the two 
(2) independent appraisal companies, A.U. Valencia, Philippine Appraisal 
Company and Cuervo Appraisers in determining the real values of the 
mortgaged properties; 

d) That Metro bank be ordered to allow and make partial release of mortgaged 
properties upon payment of its corresponding loan value; 

e) That, Metro bank be ordered to remove the imposition of the shocking penalty 
charges on both the past due interest and principal amount of obligation; 

f) That, Metrobank be ordered to pay the sum of :Pl,000,000.00 as moral 
damages, I->1,000,000.00 as exemplary damages and FI00,000.00 as 
attorney's fees. 66 

The petitioners presented their accountant, 67 Yolanda Bambao (Bambao ), 
who affirmed that the debtor companies had been transacting with Metrobank 
since 1994 and that the loans in question were "renewals."68 She averred that 
they already paid P6, 733,000.00 inclusive of interest, charges, penalty charges, 
and VAT.69 Additionally, she asserted that after restructuring, the petitioners had 
a total obligation of P62 Million.70 Bambao stated that the petitioners had been 
paying their dues until Metro bank's refusal to partially release the collaterals 
upon payment of the loan equivalent. 71 This came as a surprise to the petitioners 
because the bank, in the past, used to do so.72 Nonetheless, she admitted that the 
petitioners did not actually tender P50 Million that they proposed to pay during 
the mediation. 73 

Joselito Hernandez, one of petitioners' business consultants,74 testified 
that while the petitioners did not agree with Metro bank's valuation of the 
properties up for collateral, they accepted it anyway to obtain the loans. 75 

Contrariwise, Metrobank presented Mymh Jacinto, a branch operation 
officer of the bank,76 who averred that the petitioners obtained 12 secured loans 
between February 2001 to June 2001 through one of their sureties.77 A certain 
Frederick Bagang, then the loan clerk who handled petitioners' account, 78 also 
testified that the petitioners' account supposedly became past due in August 
2001.79 . 

66 Id. at 93-94. 
67 TSN, March 19, 2007, p. 5. 
68 Id. at 34-35. 
69 Id. at 7. 
70 Id. at 9. 
71 Id. at 13. 
72 Id. at 14, 35-36. 
73 Id. at 29-30. . 
74 TSN, August 28, 2007, p. 4. 
75 Id. at 22-23. 
76 Rockwell Center Branch; TSN, June 18, 2007, p. 7. 
77 TSN, June 18, 2007, p. 9. 
78 TSN, December 10, 2007, p. 8. 
79 Id. at 9-10. 
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Metrobank submitted the Judicial Affidavit80 of Atty. Benjamin B. 
F emando, Jr. (Atty. F emando ), the bank's legal officer, who affirmed 
Metrobank's allegations and defenses. He asserted that the petitioners 
participated in the mediation proceedings before the BSP in bad faith 
considering that their Complaint (filed on February 27, 2007) was prepared as 
early as February 1, 2007, or 12 days before the last mediation conference 
previously set by the parties on February 13, 2007. Petitioners even agreed to 
explore the possibility of an amicable settlement within 30 days from the said 
conference. 

Atty. Fernando also alleged that the Secretary's Certificate81 attached to 
the'petitioners' Complaint showed that petitioners had already decided to file a 
legal action against Metrobank as _early as January 2007, when the mediation 
proceedings before the BSP were still ongoing. Hence, petitioners' request for 
the BSP to intervene was meant to delay Metro bank in exercising its legal rights, 
even while the bank chose to defer legal action during the pendency of the 
mediation proceedings. 

Relevantly, the petitioners submitted a Manila Bulletin news excerpt82 

dated July 6, 2006, wherein Metrobank advertised its competitive interest rate 
of as low as 8% per annum. Note, however, that this pertained to properties up 
for auction in 2006, a different offering by the bank, as opposed to petitioners' 
loan obligation incurred in 2001.83 

Also, to show that their collaterals were subjects of an extrajudicial sale, 
the petitioners submitted the following: Notice of Extra-Judicial Sale84 dated 
November 17, 2008 (Pasay); Notice of Extra-Judicial Sale85 dated November 
21, 2008 (Laguna); Notice of Extra-Judicial Sale86 dated November 26, 2008 
(Pasay); and Notice to Parties of Sheriff's Public Auction Sale87 dated 
November 28, 2008 (Pasay). 

To protect their interests, petitioners also filed a Petition88 for Injunction 
With Prayer for the Issuance of a Writ of Preliminary Injunction and/or 
Temporary Restraining Order (TRO) on January 13, 2009 before the RTC of 
Pasay City, Branch 114. 

80 Records, pp. 208-213. 
81 Rollo, pp. 96-98. 
82 Records, p. 164. 
83 Id. at 166. 
84 CArollo, pp. 138-142. 
85 Id. at 131 
86 Id. at 133-135. 
87 Id. at 136-137. 
88 Id. at 63-80; Civil Case No. R-PSY-09-09126-CV. 



Decisii;m -14~ G.R. No, 209837 

RuHng of the Regio~ai Trial Court: 

In a ])ecision89 dated July 14, 20085 the RTC dismissed the Complaint for 
-lack of merit.90 It found that the :OSAs stipulated that in case of petitioners' 
default, J\r!etrobank Gould revert to -the odginal obligation amounts of 
rl9,539,999.00 and r55;477,836,22, enforce the terms of the original loan 
documents, and proceed with th.e extrajudicial foreclosure of the mortgages. It 

d. 1 h . . . " " ' , -A- , • ~ h DQA was u,.ri 1sputea t at petitioners af,?;atn o.eramteq_ a:.ier the execution of t, ... e ..., s, 
They claimed that the delay was due to the bar.J<'s delay in formalizing the 
agre~:rnent on t.he change in payme:µt scheme (mont.1ily to quarterly payments), 
However, this allegation remained unsubstantiated. · · 

. ".. • - . '~? .. • . ·" ' . • . . 

'T'1 n~n .f •. , _,_ 11. ,.- , b . . 1 f ' l • • • l ., .. , 
.1. 11e .r\.1 L .i.oup.ct tha~ .rv:i.etro, aruc p:resentea proo .... triat tne pet1t10ners - 1ast 

~ ~ . 

payment \Vas on August 2? 2004, showing that thf;;ir default was not due to th~· 
bank's alleged delay, Hence~ it held th.at the p~titioners' claims th?-t their 4efault 
was caused by Ivietrobank's delay and hnposition of exorbitant interest rates 
and penalty charges were unfuunded. It noted that l\1etroban...lc waived up to 75% 
of the outstanding penalty charges and substantially reduced the past due 
interests. In addition, J\1etrobank imposed a 10% interest rate on the petitioners' 
rerµaining balance, which is not µnconscionable. 9l 

ivforeover, the RTC also fuund th;it as of October 31, 2006, when 
petitioners brought the issue to the BSP, the petitioners' total outstanding 
obligation amounted to P85,490,410,0l based on the repriced interest rate of 
14.253/o per annurn. Petitioners acte.nowledged their outstanding obligation 
before Ll-i~ BSP and even requested for another restructuring. In relation to this, 
I\1etrobank pr\)Ved that it agreed to subst@ntially decrease petitioners' liabilities 
to P-67,373~247,22 subject to the condition that petitioners make a partial 
payment of P55 1v1illion ::ir-td reimburse the barJ< for the realty tax payments 

h. , . - . h . , , l ~ 02 w ,.1cr1 1t made in t_~e1:r Qe.n~ t:-

The RTC observed that th~ petitioners inerely employed delaying tactics 
and were not serious apout settling t.½,eir accou.17.tabilities. They raised new 
matters every time Metrobank would reiterate its settlement offer. Thence, the 
petitioners' indebted11-es~ rose to P85,490,410.41 as of October 31, 2006 as 
reflected in the statement of acco1mt pr~pared by }/Ietroba..n,_1<, which petitioners 

, even achnitted, 93 

~· R''T'.r'I - ' • . , 1 • ~ ~ ••• . 1 T ... t th 1 he .L • ... t..:, ruleo t1.at pet1t1oners comq 11ot torce Nl,etrooa11K !.-O accep w.,e 
• l • 'j .C ·• • . , 1 ft tt 1 .,_ .,.;! rev1seo. appnusa_. 01 rn~ 11.10:rtgagea propert1es wng a,1.~{;r i1e wans wen~ gr~.nieµ 

d b . d ·a1· . • , , ... 1 t .h b 1· ' an• _ ecame pa,SI JJ.e espec1, ly smce tney a1reauy assenLea .. o t ,.e _ arA!( s 
. 1 . 1 < - ,i • '" • D . ' 1d 1 · appr:21:1sa pnor to tne approv?,l o:t ine loan, app11cat1ons. ). et1t1011ers couJ . nave 

rejeoted Metroba:n.l<'s app-raisal and applii;d for loan with anoth~r bank. Since 

89 Supra, not~ 3. 
90 Rollo, p. 151. 
91 Id. at 149-150. 
92 Id. at 150. 
93 Id, ?,t lSQ-151. 

-z, 
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petitioners voluntarily acceded to the valuation, they are estopped from 
claiming that the bank's valuation was too low. The trial court also held that 
the parties are not entitled to their respective claims for damages without 
sufficient proof.94 

Aggrieved, petitioners filed· a motion for reconsideration,95 which the 
RTC denied in an Order96 dated October 23, 2008. They then appealed97 to the 
CA. 

--.,._·,· 

Metrobank filed a Motion to Dismiss98 before the CA on the ground of 
forum shopping. However, it was denied by the appellate court in a Resolution99 

dated June 29, 2010, finding no forum shopping on the part of the petitioners 
since the issue in the Makati case (the instant action) is for accounting while the 
Pasay case involved the alleged :fraudulent execution of the continuing surety 
andDSAs. 

Meanwhile, in a letter100 dated December 23, 2010, Metrobank noted 
petitioners' offer to buy back the Pasay properties for P68 Million. However, it 
did not come into fruition since Metrobank demanded the amount of P84 
Million. 

The petitioners also submitted Metrobank's letter101 dated August 4, 2011 
addressed to a certain Mr. Daimler Flores, stating that his offer to purchase the 
Pasay properties was approved at P45 Million. Petitioners likewise submitted 
Metrobank's letter102 dated January 28, 2013 to a company named South 
Eastern Belle Holdings, Inc., which indicated that the minimum bid price for 
the Pasay Properties was P4 7 .5 Million. The petitioners claimed that both 
amounts were significantly lower than their offer back in 2010. 

Ruling of the Court of Appeals: 

The CA, in its assailed January 31, 2013 Decision, 103 affirmed the 
judgment of the RTC in toto. 104 It found that the DSAs stipulated that in case of .. 
petitioners' default in the payment of any amount due, 105 Metrobank had the 
option to enforce the provisions of the original loan documents. The said 
provisions stated in particular that the debtor companies Were bound to pay not 
only the principal loan amount but also past due interest at 16% per annum, VAT 

94 Id. at 151. 
95 1d. at 152-167. 
96 Supra, note 4. 
97 CArollo, pp. 27-30. 
98 Id. at 32-42. 
99 Id. at 285-288. 
100 Rollo, p. 495. 
101 Id. at 496-500. 
102 Id. at 501-504. 
103 Supra, note 1. 
104 Rollo, p. 25. 
105 Id. at 16. 
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at 10% per annum, and penalty charges at 18% per annum. 106 The appellate . 
court noted that in its Answer to the Complaint, Metro bank explained "that the 
past due interest charges and the penalty charges on the principal and unpaid 
interest assessed on [ debtor companies] were specifically stated in the 
promissory notes and their corresponding disclosure statements. Hence, 
although the [DSAs] specifically referr~d o:11ly to penalty on all defaulted 
amortizations upon their default, [Metrobank] was not precluded, but in fact 
entitled, and justified to revert to the terms and conditions of the original loan 
documents, which include the payment of penalty on both the principal and the 
interest thereon." 107 

The appellate court did not find m_erit in the debtor companies' claim that 
since the past due interests were capitalized and charged interest at 10% per 
annum in the DSAs, the interests were compounded without their agreement. 
The appellate court held that Article 1959108 of the Civil Code states that without 

· prejudice to the provisions of Article 2212, 109 interest due and unpaid shall not 
earn interest. However, the contracting parties may stipulate to capitalize the 
interest due and unpaid, which, as added principal, shall earn new interest. 
Furthermore, it affirmed that penalty charges on past due interest are sanctioned 
by Article 1959 since penalty clauses can be in the form of a penalty 'or 
compensatory interest.110 

The CA found that the petitioners voluntarily acceded to the terms of the 
DSAs through their authorized representatives. In particular, the debtor 
companies agreed to_the capitalization of the outstanding past due interest as of 
July 31, 2003, the rate of which was reduced from 16% to 12% per annum, 
including the imposition of interest of 10% per annum on such capitalized 

, amount, with quarterly repricing thereafter based on the prevailing market rate. 
Stated differently, they assented to the imposition of interests on the new loan 
balance, which includes the capitalized outstanding past due interest. 111 

The appellate court did not agree with the petitioners' contention that the 
18% per annum penalty of the defaulted amortization itself, coupled with the 
"repriced interest" rate of 14.25% per annum, is iniquitous. The CA ruled that 
the stipulated interest rate until full payment of the loan constitutes the monetary 
interest on the obligation, which is allowed under Article 1956112 of the <;::ivil 
Code. It declared that "[i]n the original loan documents, the interest rate was 

106 Id. at 17. 
107 Id. at 17. 
108 CIVIL CODE, Art. 1959. 
Art. 1959. Without prejudice to the provisions of article 2212, interest due and unpaid shall not earn interest. 
However, the contracting parties may by stipulation capitalize the interest due and unpaid, which as added 
principal, shall earn new interest. 
109 CIVIL CODE, Art. 2212. 
Art. 2212. Interest due shall earn legal interest from the time it is judicially demanded, although the obligation 
may be silent upon this point. 
110 Supra, note 109. 
111 Rollo, pp. 17-18. 
112 CIVIL CODE, Art. l 956. 
Art 1956. No interest shall be due unless it has been expressly stipulated in writing. 

A,,·· 
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pegged at 16% [per annum]. In the restructuring of the loan oblig·ation, the past 
due interest was recomputed at 12% [per annum], and the interest due under the 
[DSAs] was pegged at the rate of 10% [per annum], repriceable quarterly 
depending on the prevailing market rate. It was eventually repriced at 14.25% 
[per annum], a rate still lower than the originally stipulated interest rate of 16% 
[per annum]. An interest rate of 14.25% [per annum] is reasonable."113 

The CA also ruled that the stipulated rate in the form of a penalty charge 
is separate and distinct from the interest on the principal of the loan. The 
stipulated rates may be reduced by the courts if it is iniquitous or _ 
unconscionable, in accordance with Article 2227114 of the Civil Code. In 
addition, surcharges and penalties, which the debtor agreed to pay in case of 
default, partake of the nature of liquidated damages under Section 4, Chapter 3, 
Title XVIII of the Civil Code.115 

The appellate court noted that in the DSAs, Metrobank waived 75% of 
the penalty charges under the original loan documents. When the petitioners 
defaulted again under the DSAs, Metrobank could have enforced the terms in 
the original loan documents, including the waived penalty charges of 75%. 
However, it did not do so. It still charged 18% penalty charges on the 
amortizations and past due interests. Thus, the CA found that such imposition 
was reasonable given the amount that Metrobank already waived under the 
DSAs.116 

Upon perusal of the exchange of correspondence between the parties, the 
CA observed that the interest rates and penalty charges were not the only issue. 
Apparently, the debtor companies asked for a change in the manner of payment 
of the liabilities and the discounting of their total obligation, without regard to 
the interest rates and penalty charges. Before the case was referred to the BSP, 
the petitioners never questioned the amounts indicated in Metro bank's demand 
letters upon them. At one point, the petitioners only requested for a further 
reduction of their total obligation ·from the already reduced amount of 
P67,373,247.22 to P60 Million. When Metrobank rejected the request, the 
petitioners impliedly accepted the computation when they stated in a letter that 
after a partial payment of P5 5 Million, the remaining balance would still be 
Pl3,576,218.24. It was only when the mediation in the BSP was conducted that 
petitioners insisted that their liability, inclusive of penalties and interest, which 
they alleged should only be at the rate of 8% per annum, amounted to 
P52,891,262.32 only.117 

Moreover, the CA agreed with the RTC that Metrobank could not be 

113 Rollo, p. 18. 
114 CIVIL CODE, Art. 2227. 
Art. 2227. Liquidated damages, whether intended as an indemnity or a penalty, shall be equitably reduced if 
they are iniquitous or unconscionable. 
115 Rollo, p. 18. 
116 Id. at 19. 
111 Id. 

/v: .. 
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obligated to accept the petitioners' appraisal of the mortgaged properties, which 
was conducted long after the loans were granted and became past due. As such~ 
the petitioners are now estopped from cl~iining that the valuation of Metro bank 
is too low since they did not question it before the loans were approved.118 It 
additionally noted that during the trial, the petitioners were aware that the 
appraised values of their properties were lower than the appraisal made by the 

· independent appraisers. However, the petitioners still proceeded to obtain loans . 
from Metrobank and accepted the valuations notwithstanding their alleged 
objections. 119 

Thence, Metrobank justifiably required for additional collaterals in 
exchange for the release of the mortgage on the Pasay properties. In 
Metrobank's letter dated March 15, 2006, it explained that the resulting loan 
balance after the partial payment of P55 Million would be Pl3,328,400.00. In 
contrast, the value of the remaining collaterals after the release of the Pasay. 
properties would on1y amount to Pl2,425,020.80, which is not sufficient to' .. 
cover the remaining loan balance. During the negotiations, the petitioners. 
offered the Alabang properties in exchange for the release of the Pasay 

, properties. When Metro bank agreed to accept the Alabang properties, the· 
petitioners suddenly backed out then asked the bank to no longer require the 
additional collateral because the Alabang properties were allegedly 
oversecured. However, Metrobank refuted this allegation. 120 

Granted that the appraised values of the mortgaged properties in 2005 
were indeed higher than the values used by Metrobank at the time the loans 
were granted, the petitioners did not show proof that they made attempts to pay. 
The offer to pay PSS Million remained a mere offer.121 Finally, the appellate 
court ruled that the parties are not entitled to damages and attorney's fees for 
lack ofbasis.122 

Undeterred, the petitioners asked for a· reconsideration, 123 reiterating that 
Metrobank's imposition of penalty on past due interest was unilateral and 
without justification, that the imposition of 18% per annum penalty charge is 
iniquitous, and that Metrobank charged compounded interest without prior 
agreement between the parties. 

In response, 124 Metro bank contended that the impos1t1on of penalty 
charge on past due interest was in accordance with the DSAs, which clearly 
provided that in the event of default, the bank has the option to enforce the terms 
of the original loan documents, specifically the promissory notes. Under the 
promissory notes, the petitioners bound themselves to pay the principal 

118 Id. at 20. 
119 Id. at 20-22. 
120 Id. at 22. 
121 Id. at 23-24. 
122 Id. at 24-25. 
123 CA rollo, pp. 82-86. 
124 Id. at 396-402. 
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obligations, past due interest at 16% per annum, VAT at 10% per annum, and 
penalty charges at 18% per annum. Hence, "while the [DSAs] indeed referred 
only to the imposition of penalty charges on all unpaid amortization payments, -
[Metro bank] was not precluded, but was in fact allowed by contractual 
stipulation, to revert back to the terms and conditions of the .original promissory 
notes and Disclosure Statements that clearly provided for the imposition of 
penalty charges on both unpaid pri?cipal and interest charges."125 

Metrobank argued that the imposition of 18% per annum penalty charge 
is standard industry rate. Petitioners assented to the imposition of the interest 
on the new loan balance, which included outstanding past due interest as 
reflected in the DSAs. As such, "the capitalization of the outstanding past due 
interest as of July 31, 2003 that was reduced from 16% [per annum] to 12% [per 
annum] as well as the imposition of interest at the rate of 10% [per annum] on 
such a capitalized amount repriceable every quarter based on the prevailing 
market rate were voluntarily agreed upon by both parties in the [DSAs]."126 

Thus, Metrobank opined that the interest rates should be assessed on a case-to­
case basis. 127 

The CA denied the petitioners' motion for reconsideration in a 
Resolution128 dated November 7, 2013. The petitioners then filed the instant 
Petition for Review on Certiorari129 before the Court and raised the following: 

. Issues 

6.1 Whether or not Metro bank should be ordered to make an Accounting of 
petitioners' obligations and consider the appraisal values submitted by the two 
(2) independent appraisal companies in determining the value of the 
mortgaged properties; 

6.2 Whether or not Metro bank should be ordered to allow and make a partial 
release of the mortgages over TCT Nos. 132278 and 143411; 

6.3 Whether or not the penalty charges on both the past due interest and 
principal amount of obligation imposed by Metrobank are excessive, 
iniquitous and unconscionable; and _ 

6.4 Whether or not petitioners' claims for damages should be granted. 130 

The petitioners assert that Metrobank unilaterally and unjustifiably 
imposed penalty charges on scheduled principal amortization and on past due 
interest. They also question how Metrobank computed their liability in the sum 
of P85,490,410.00.131 They assert that the 18% per annum penalty of the 

125Jd. at 399. 
126 Id. at 400. 
127 Id. at 400-40 I. 
128 Supra, note 2. 
129 Rollo, pp. 34-81. 
130 Id. at 58-59. 
131 Id. at 59-60. 
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defaulted amortization itself, coupled with the repriced interest rate of 14.25% 
per annum, crossed the threshold of reasonableness and is iniquitous.132 

They contend that in the DSAs, the past due interest was capitalized and 
charged interest at 10% per annum without prior agreement. Moreover, they 
aver that the rate of 16% per annum was double the bank's advertised rate of 
8% per annum (for Joans involving the purchase of acquired assets up for. 
auction, as shown in a news excerpt dated June 6, 2006). In view of this, the 
petitioners insist that the amounts and charges, especially the imposition of 
, penalties, should be accounted for and justified, considering that the interest 
rates are unconscionable. 133 

The petitioners maintain that they have been religiously paying their 
, accountabilities and that Metrobank's delay in approving their request for a · 

modification in the payment schedule caused their default. 134 If the interest rates 
are found to be iniquitous, then their offer of full payment in the amount of 
P52,891,262.32 would be reasonable. If so, Metrobank would not be justified 
in refusing the said amount as full payment and then demand the exorbitant 
amount of P85,490,410.41.135 Had Metrobank accepted the offer ofP55 Million 
as partial payment and agreed to release the Pasay properties, there would have 
been a complete and final settlement alre_ady. 136 They would not have asked for 
the restructuring of their loans and for the assistance of the BSP if they intended 
to abscond from their liabilities. 137 

They point out that it was unfortunate that notwithstanding the 
, independent appraisal reports, Metrobank still refused to allow the partial 

release of the collaterals. Based on th~ independent appraisal reports, and if 
partial release was done, the remaining collaterals would still be enough to 
secure their unpaid obligations.138 When they signed the DSAs, the contents and 
implications thereof were not properly explained to them. They were not aware 
that they were not allowed to make a partial release of collaterals unless they 
pay the entire loan obligation because it was already consolidated into one 
contract. They allege that the agreement was a contract of adhesion and violated 
the principle of mutuality of contracts under Article 1308139 of the Civil Code. 
The non-allowance of partial release of collaterals violates Article 2130140 of 
the Civil Code.141 

132 Id. at 60. 
133 Id. at 62-65. 
134 Id. at 65-66. 
135 Id. at 67. 
136 Id. at. 68. 
137 Id. at 69. 
138 Id. at 70. 
139 CIVIL CODE, Art. 1308. 
Art. 1308. The contract must bind both contracting parties; its validity or compliance cannot be left to the will 
of one of them. 
14° CIVIL CODE, Art. 2130. 
Art. 2130. A stipulation forbidding the owner from alienating the immovable mortgaged shall be void. 
141 Rollo, pp. 70-73. 
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=1•n ~-"' • -rt ,.1 t ,, + .. d t , th 1· • ... e pe1.H1oners asse1..,, 1,na.,, rne res .. rs1c.,ure0 arnoun s a.no. · e cow;:nt10ns 
• 1 "t • . • l c~--s l\ ,1""'"" ' 1 • • • 0 ~ h u;np9se9- upon h, z.e., part1q. payment Q.,1. .1.""'.) 1v-1,illion \wmch 1s over 8 % or t.1.e 

-.• .;. • ' 71. ,..- l ' ) ' · f i enure aecouni as computed. by 1,v1etrooa.."11{ ano, payment o . rea,. estate taxes to 
b . 1 ' • • • ' ·1 • . • i ,, T ' • e · $ettleo. w1thm 1 G o.ays, were S4"1Xlgent, •4- ... n a..11.y event, tne difference 
between the remaining balance of the obligation and tJ1e appraised value of the 
remaining collaterals was very minimal and did not justif; l\1etrobank's 
rejection of its propos~l for partial payment and release of the Pasay 
properties. 14~ · 

They opine that Metroba_n._k is estopped from ra1~mg the dt::Jense of 
, d" . 'b·1· .c ~1... , • . 1• • f --m .1v1s1 L1ty oi mortgage as tne pa,rt1a1 cai.7.ceuat1on o mortgage relates to the 
partial relea~e of the mortgag~d property, <l,S can be se~n in a notation after 
paragraph 6144 (in sm~1l words) of Goldwell's DSA. 145 They posit that while 
there was an agreed appraisal valuation of the mortgaged properties, such is not 
a c;ondition sin? qua npn fur tl1e implementation qf a valid and fair obligation. 
The contractir1g parties are allowed by law to modify and adjust t½e terms of 
their mortgag~ when implen:1entation has become so dj.fficult ~s to be manifestly 
beyond the conte:mplation of t11e parti~s, and the obligor rnay also b~ released 
th ~ '. A..-' 1 1"16,-.i,!0 f·'' ("'' "P'l ,.;j 147 . ere:trom nursuant to PJ ,-1c1e . i I ... o..: n1@ .,;1v11 cou.e. · ~- . . ~- . . ' .. - . . . 

The debtor companies also allege that JV!etrobank prevented them from 
seHing their properties and SGhem.ed to pe the highest bidder in the foreclosure 
sale so that it can acquire the prop~rties at a relatively low price. Purportedly, 
an officer of the ba11k: informed them t.h.at there ·was a BSP circular barring the 
former owners of foreclosed properties fron;1. joining the auction. After BSP 
clarified that there was no such circular, the petitiom;rs confronted the bank, 
which in ti.,1m admitt~d that sµch was its ··own policy. 148 The petitioners 
additionally allege tfo~t :l\t!etrobai.1k set the bid price at :P47,500,000.00 in 2013, 

h . h l 1 1 L • 1 • - • 1,,. .• ~~ ~. "'0'10 14-9 w~~1c wa$ 1ower tna.'11 tne ouyoacK pnce W.Q.101.i. they 011ereu Hl .., i... • • · 

J oselito Hem.andez, one of the sureties, submitted an. Affid,avit150 to 
' 1 . -f • ; TT 1 ,. + 1 1 hi •£! ,.. d ... support tne c ... anns o,._ pet1t10ners ... r1.e avf;;rrea. tl1a,. .o.e ana;. 1s wue were rorce. "o 

sign the DSAs as they \Vere not given the choice to negotiate the terrns of the 
sam~. 

142 id. at 74. 
143 Id. at 76. 
144 Id. at 304. 
145 frl at 77~78 
14~ ~rrt: 1267. \.Vh(;:n thi:: servi,;;e h~s become so diffkulf a$ to be manifestly beyono the contemp.latiqn of the 

.. l d . ~ . . 1 • rt p{tfti~s, tfl~ obHgor niay also Pe re~sJ~s~: there:ttorof rn wnol¢; or mp~., .. ~ 
147 Rella, p, 78, · 
148 Id, at 426-427. 
i49 Jd. at 427. 
1' 9 Id, at 437~44~ .. 

-Z .. 
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On the other hand, Metro bank argues that the petitioners never contested 
the fact that they are indebted to the bank. Similarly, they never disputed their 
total outstanding obligation and only questioned the interests and penalties ·· 
when the bank eventually refused to further reduce their liabilities. This 
.happened after the bank already extended them generous terms and conditions, · 
even after the restructuring of the loans. Simply put, the petitioners raised the 
issue of unconscionable interests and penalties as an afterthought. 151 It points 
out that the debtor companies never alleged in its Complaint that the interest 
and penalty charges had no contractual basis. 152 The bank asserts that the · 
petitioners continued to haggle until it became obvious that they were not 
capable of paying their outstanding obligation. They requested for a drastic 
reduction of their indebtedness, which th~ bank was not amenable to. 153 

Metrobank states that even during the mediation proceedings before the 
BSP, the petitioners never adhered to previously agreed terms and conditions 
but continuously asked for a reduction of their obligation. It has not received 

.. payment from the petitioners and it even paid the real estate taxes due on the 
mortgaged properties and premiums on_ fire insurance policies in behalf of the 
petitioners.154 

The bank insists that the interest rates and penalty charges are reasonable 
· and that the petitioners assented to the provisions of the DSAs.155 The interest 

rate prior to the execution of the DSAs was 14.25% per annum, which was very 
competitive under the existing market standards. The 18% per annum penalty· 
charge was likewise a standard rate and initially stipulated by the parties. Yet, 
Metrobank agreed to condone 75% of the total 18% per annum penalty charges 
upon the execution of the DSAs.156 It maintains that the petitioners delayed the 
negotiation process by refusing to adhere to the previously settled terms and 
conditions.157 

Metrobank co_ntends that it is not obliged to accept the appraisal reports 
submitted by the petitioners and that the latter already agreed to the bank's 
valuation of the real properties as collateral when they applied for the loans. 
They had the option not to accept the bank's valuation if they believed that the 
said estimate was unfair or unreasonable, and they could have secured a loan 
from another bank. Yet, they accepted Metrobank's valuation because they 
knew that the same was the most reasonable under the circumstances. Thus, to 
compel Metrobank to accept the petitioners' valuation after they had already 
defaulted is contrary to law and violates the principle of mutuality of 
contracts.158 

151 Id. at 282-283. 
152 Id. at 283. 
153 Id. at 283-284. 
154 Id. at 287-288. 
155 Id. at 288-290. 
156 Id. at 290. 
157 Id. at 291. 
158 Id. at 291-292. 
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Ll t •,._ 11 ' fu 1 t ··+• ' ., ' . • 1 ,... -~-\s o hS a11~ge.::i. re~ 1sai "o pet1<.1Qne,rs pan:1;;.u payment and. re ~ase or ttie 
Pa.say properties, the bank argµes t½,at the petitioners nevier intended to pay their 
bl• .,_, 1 1 > l 1 'i. L ·L -/:: • • • d o .1.1g:;mon a...ria rnere1y 0~1ayeo. tne process wnen they .... e1gned. ignorance an . 

tried to change previously agreed upon tenns.159 I'v1etrobank denies petitioners' 
claim that it prevented them from selling their mortga,ged propertie:, to 
. + • , •• d =h· 1 l 1 'h ' ~ • . ·1 . mteres;,ect thrr ·. persons. l . e oea,J1K reasoneq t:1at its refusal to part1al y release 
t.11,e mortgaged properties did not amount to a prohibition against alienating ti\e 
real properties sought to be released, If the bank agreed to this, it would not 
have only resulted in a drastic reduction of its collateral ~over but it would have 
also b€en contra.IT to law in view of tlie indivisibility of mortgage pursua..'1t to 
A~rt· 1·,,...1e ?OP9 of'thP'. f"iu~1 f"0d,::, 160 . . .l"1J. V ' ~ 0 .J. L ,..._., ',,.-<J. V J._.l '-../~ ~ .. 

Ivfotrobank denies that the petitioners entered into contracts of aQ½esion 
as they willingly and voluntarily executed the DSAs, and their operations are 
run by educated and seasoned business people 'Nho !07,ew what they were doing. 
Mor~over, the terms of the agreemtnts were simple, clear, and even beneficial 
to,tbe p~titioner$. 161 There was no violation ofth~ mutuality of Gontracts as tbe 

. . , . , " h , . ./; , n,..,A . h . 16? pet1t1on,ers Knowmg1y accepteo t e provimons Ch tne 1...,~ s w1L~out coerc10n. · -
n· 11 . • . • f " ' • 'l h 1, 0 •· , rtna11y, petmoners a,re not ent1,t1~d to GiJ;mages, esp~ciat y w~ en w.1e parties <:ila 
:npt stipulate such to be an issue for resolution before th~ RTC. 163 

obligation of t.½e petitioners 
included therein. 

Qn""DuHno . ""ii.,'\.~ ... e 

The petition is partly meritorious. 

It is settled that the Court need not re"assess the evidence, especially those 
· l · +. 1 ...,._ t d · +' · 1• h .c ""1 f>; R'rrc ano1 +·ha. 111vo ving .1.actua ... ma1.-iers presen e . m ~ne proceeumgs ,A~iore t.i1,.,, ... 1. .... :.~ ..,, 

CA. However, there are exceptions to such nde, ''as when lower courts' findings 
are not supported by £½.e evidence on record. or are based on a misapprehension 
of facts, or when certain relevant s.nd undisputed facts were manifestly 

"t . .. 1 '; 1 _J ~ . .,, i • . t ~ --h 'j • .er- " :-0, 1 • ,, 164 
overlookea that, 1f propeny consmereu, wou10. JUS~11.y a cu.1.rerern.: con .... ms1on. 

1 • ~ .- • ·1 ·• ~ ;.1. h ·h k"'""'C ,.:i +i-~ r-A· haA Tne instant c1;1$e ta.ds l:1.11(!.er t.t1e exceptions. Altu.oug~.1. t .,,e ..1.. 1 a.11.u 1-u~ "-' .... _ u. 
·.c fi <l" . ...:l 1 • .,_, • • .,. . p+cd·1011 ,.._,(: +he 1,..,WS: rules a.nri unuorm m· mgs anu concrµs1ons, 1.neir ini..erpr,.,,.,a.,.i. · v1 w._ 1a. "'' ~ , ~ ...... 

jurisprudence in relation to the facts should still be critic.ally assessed to accord 
. . b l • Justice to otn parties. 

Partial release of th~ ~oU~terals 
cm:m.ot be allowed. 

152 lq.. at 293-294, 
160 Id. at 294-295. 
161 Jd. at 29:5-296. 
1~2 Id. at 296. i~, Id, at 297. 
,.,. . -h·f·, M1' l" k.•--.-,,:;,n•1·••Hc"''"'><(70l') ,<?• :Spouses Sitos v. 1., .l.tppme ua,1ona J;;p:n ·, I :>o , .11.,. , .:i;,, 1 ;v ~'-' ,", • 

J.. 
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The petitioners insist that Metrobank should have allowed th~ release ,~f 
the Pasay prop~rties upon their payment of the loan valµes of the said 
collaterals, as it had done in the past. Metrob;mk, on the other hand, filgues that 
it cannot be compelled to do so pursuant to the do<;trine of indivisibility, of 
mortgage. 

Article 2089 of the Civil Code states that: 

A pledge or mortgage is indivisible, even thm1gh the debt may be divided 
among the sw;:cessors in interest of t.1-ie debtor or of the creditor. 

Therefore, the debtor's heir who ha5 paid a, part of the debt caru1ot ask for 
the pr-oportiop_ate extingµisbment of the pledge or mc:irtgage as long i:i.s the debt is 
not completely s~tisfied. · 

Neither can the creditor's heir who received his share of the debt rewm the 
pledge or cancel the mortgag~, to the :prejudice of the other heirs -Nho have not 
been paid. - ·· · 

From these provisions is excepted the case in which, there being several 
things given in mortgage or pledge, each .one of these guarantees only a 
ciet~rminate portion of the credit 

,.,.-,, 1 b • h' b l' 1,,. h • 1 1 • • l f' 1 1ne ae tor,-m t 1s case, s ,qi uave t;,e ngnt to tne extmgmsnment or tne 
pledg~ or mortga,ge as the portion of the debt for which each thing is specially 
answerable is satisfied. 165 . .-

Under this provision, the "debtor cannot ask fur the release of ai1y portion 
of the mortgaged property or of one or some of the severcil lots rnortgaged unless 

• 'l h 1 
. h d 1 b -h H .• d ' h d0 h ,- h • and unt1 tLe 10an t.t us secure i nas een 1-u.Hy pai _, notvv1t._ stan rng L-e t:act t11-aI 

there has been a partial fulfillment of the obligation. Hence, it is provided that 
the debtor who has paid a part of the debt cannot ask for the proportionate 
ex,tinguis]:1.,ment of the 1119rtgage as long as the debt is not completely 
satisfied."166 Thus, the fact that p,etitioners paid for the km .. ~ valu9 of the Pasay 

. . . . 1 h 1 ' · •p b . fr . b ' propert1es 1s 1mrnatena; te :rnortgagE; wou1a st111 e 1n e:,,,rect smce t,.,e 10&1s 
• · ' ,.,, 1 ' ·tl d have not been n.:u1y set~ e , 

Although Iv1etrobfu'1..k allowed, the release of some prop©rties from 
• , ~ 1-:z 1i 0 d ... ..,, 1 .. .. 

mortgage m tne past, such wouw not orn the oai7.K to grant the same concession 
. l . , 'i h .. ·1 , , •• i . every smg e tnne, particu1any Wi en 1t 1s ev1dent that tne pet1t10ners ·vvere ,,1avmg 

difficulties settling their total obligation. To do :so woµld place the bank: in a 
disadvantageous position, because it ·vvould hay~ l~ss collater:?Js to cover for the 

1 . b... f h . . 11c if • • • • d. 1 - tota1 accounta_ ,1hty o: t 1e petitioners. lviore so when tne pet1t1oners su demy 
~ rl. t , 1 ' th Al. 1 «¼. d. ,. ·• 1 " , 1 t --1 re1:use ..... o mc1uae -,, e - aoa:ng propen1es as a_;mnon~H co11arera1 o CQV\;r 1-ne 

1 c-1, , ., d" .. ~ .;.,l + l' i'h l r- ~· D . • • +1 t f' pl lOt\IlS. ~mr.ea · nreren~ y, .:o a iQvv ;1 e. re eas'Y or me ~ asay properties w1,,nou~ nu 
,,. . . . l .. · d . ' .. 11 • , i--' d payment or th.e loans wou ct be • etrirnentai to l'vletrobanr"" s stati.1.s as a secu,_:re 

165 CIVIL CODE, Art. 2089. 
166 Spouses Yap v_ Spous?s Dy, i'.570 Phil. 22~, 247 (201 !); Metrop.ofitqn Bank and '[rust Co. v. SLGT Holdings, 
Jrw., 559 :Phil. 914, 927°9.28 (2007). . 
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creditor. The b~lk's previous practice of releasing the collaterals without full 
payment of the loa11 could not d1;;velop· into an iron ... clad rule, as a mere practice 
could not supersede what the law mandates . .... - - . . . ... ·---

Metrobank, could not be 
compelied to adopt the valuation 
o:f tbe in.dependent appraisers 
afte:r the loans have ~h-eady been 
obtained. 

Petitioners insist that J\!fotrobank' s valuations of the mortgaged properties 
were significantly less than what the independent appraisers reported. Yet, in a 
letter167 dated rv1aroh 15, 2006, 1\1~trobank clarified that the sufficiency of 
properties assigned as collaterals is based on tl1e: loan value and not the 

• ; ~ 1 .... h • 1 -'-' -'- h , t i l ' ., ' 1 h . appnnseo. va.ue. H emp,u.as1zeg LDJl.t. t11e ro a .. 1oan vame ava1-1ao1e tot e borrow!;;r 
is equivall$nt to 60~/4 of the appraised vahi~ cf its mortgaged properties. w11.y 
the petitioners fa,iled to aokri9vvledge this infonnation · and n;pudiate it with 

.c. > ' • proo1 is proi.;;1emat1c. 

The Court agrees with the RTC a.nd the CA that the petitioners had the 
option to question ivietrobf,lnk's Lhe appraised values of t.½e :mortgaged 
properties before they obtained the loflns. If they were not agreeable wit11 
1\!Ietroban.k' s valuations, they could have obtained loans from other banking 
institutions that will assign values to their coll~terals that they are comfortable 
with. On this score, the Court has previously held that "[ w ]hen the law does not 
provide for the detem1ination of the property's valuation, neither should the 
courts so require, for 01µ4 duty limits us to the interpretation of the lmv, not to its 
augmentation."168 Although this prono4ncement p{;;1iains to the basis ofth.e bid 

• J;: ' A ' b ' 1• , f+'. 1 1 pnce 01. a mortga,geu property tnat , · eoarne tne suo3ect o; 1orec10sure, oy , 
analogy, V./e can infer that courts cannot likewise dictate how bai.7.ks should set 
the values of mortgaged properties for purposes ofloan acqµisition. In this case~ 
the Court cannot compd fvfotrobarJc to accept the values pegged by the 
• d 1 , • • • -'- ,:j b +·h ,•+· 1 t W' 1 

.L < r, m, epenoem appraisers as ms1st.e,,:1. ·. y ,.,-~ p,eth1onern, tes~ e ne suspecteu 01 

meddling with management prerogati-li;i. Besid~s, the petition~rs only raised 
' • 1 ' 0 

.~ ., h . ..:J b • ,;i .;.t,. ' tlus va1uat1on issue atter tney ,.,.ave ai.reauy o ')t1;lrneu t-tie wans. 

r'!'nl..,.. ~ • -J... • .&--0 -.Qnrl j 4a1 "hQ),~ d;~. 1 ti,e p4nl!es enh,i: ~ .. i .. n.1;,..; ,.:;Jli1..;.~hg 

contracts. 

The nrincinle of mutualitv of contracts. found in Article 1308 of the Civil . - . ~ . . . L .. ,,,r . . ,. ·· .. ,, .. , • . . 

Code, states that a ""contract mµst bind both contracting parties; its validity or 
,. + h l tt'~ .,_ ,1 ·11 £' C, .,_1 ,,169 K ' " "-h corppWmce can.zio., ._,e . e ~ 1:0 l:J1e V'lhi or on~ 01 tnem. · .L;, y mrere:nce, tr...e 

, • 1 - - • , • 1 rl d',. e "h r,,riA .. , , petitioners are oounci by the w11u;;, terms an,..t con · mens or 1 ie Li:S .•. :;; as ~neir 

167 Rollo, pp. 340-321. 
16

~ Sycamore Vent)tf"'f;$ Cor~o. y, ly,f?tropQ!itan Bank and Trust (~9-.1 !21 Phil! 290, 3GQ (2Q13)~ 
169 CIVII~ QOD.E1 Article 1308~ . 
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representatives willingly executed the said contracts. In accordrmce ·with this 
principle, when the execution of the contract's tenns is skewed in favor of one 
party, ti½.e contract must be rendered void.170 This relat~s to the petitioners' claim 
·i. ./- t1_ D" ' . ' ,.. ct'l • TT ,~~ ' ,_ 1 ' 1 ,· tua1. ne -~As were contracts or a- nemon. nmvever, .;ve cto not comp1ere1y 

I n - -~ ' • 1 7· /D ' 1 r 1 · agree, n Jjuenaventura v. _Metrooantr:,' 1 {nuen.ventura) tne i_:ourt exp1amed 
that: 

A contraqt of adhesion is so-called beGause its terr,1s are prepared by only 
one party while the 0th.er party merely affi:xes his signature signifying his 

'] , -1-t- .,_ S ' tr t . ' t ' . '. '. t t ael.lws10n we:reto. ucn con _ac. 1s JUS as omamg as orq_nu4-y con.rac s. 

It is true t.'1.4t we have, 011 oi;;casion, strnck do"vn such cqntracts as void 
when the weaker party is imposed upon in d~,:1JiI1g with the domimi.i,7.t bargcl.ining 
p;irry and is reduced to the alte:mativ(;: of ta.~ng it or leaving it, c,J111pletely 
deprived of the opportu.."1iry to bargain 011 eq1,1al footing. Nevertheless, CQntr:;icts 

- " • • 1·~ ' 1_ • 1 h'". d T' o:r aanesion are not mvru1u per se ano. tt1ey are not entire* y pro.1.1 b1te r -<IW one 
whp adheres to th~ contract.is in reality free to reject it entirely, if h.e adheres, he 
gives his qonsent, 

xxxx 

Accordingly, a contract duly executed is the l~w b~tween the parties, and 
t.1-iey are obliged to com.ply fully and not selectively with its terms. ,A contract of 
adhesion is no exception, 172 · 

Since the DSAs r~ferred to the re;i)t,nJcturii"'lg of the petitioners' lo~7.s, sucli 
can hardlv be considered as contracts of adhesion. The fact remains that the . . "" . . , -· . . .• . -·. ... . . . . ' . . . . . . . 

petitioners still had unpaid loan obliga.:tions, and that they sought the 
restructuring to eventu~lly settl{; their ~dt"Ilitted accountabilities. In the DSAs, 
the amount of their liabilities was lowered in "3Qnsideration of their fina.."1cial 
-. ,.,- . . ~. h . . -i:· h n .--. ,, , . 1 ct1:tt1cu1ties. ,._.,mce t-': e prov1s1c,ms 01 · t1 e L ::,As arii:: w7.ammguous, at . east 

regarding the petitiqners' obligation to pay the principal amount of the loans 
and the interests applic~ble prior to the execution of the DSAs, as ,well as the 

-partial waiver ~nd reduction of parts of the prior interests, these are controlling 
and should be enforced. 

Buenaventura continues to state that "'when the language of the contract 
is explicit leaving no cfoµbt as tQ th© intenticm of the drafters thereof, the cq11rts 

. 1 • • 1... • • ·1 1rl ,. • < • • ' may not reaa. mto 1t any otner 1ntention t.aat wou. .. ..J cont:raa1ct 1ts plam impart. -
Accordingly, no crn..1rt, even this Court, can 'm~e new cop.tracts for the p~---ties 
or ignore those already made by them, $imply to a,void seeming hardships. 
Neither ab&tract j1,,1stice nor the nile of liberal constn1ction justifies the or~ation 

~ ,.. ' • 1 • h h d. < . 1 1 1 . .d of a contract tor the parties wnH;;,. t ey .. HJ not maxe tnemse.,. ves or me 

170 Vasque:i v. Philippine Nqtto!1al !Jank, G.R. Nos. 2,28~55 ~ 228397, Aµgust 28, 2019 citing Spouses Silos i{ 

Phil~vpine National Ba,rzk, supra, -qote 164. 
171 Buenaver/tura v. Metroaolitan Bank t;tnd Trust Co., 792 PhiL 237, 247 (2016) citing Avon Cosmetics, Inc. v. 

L·,na ,;,io Ph;J 189 r2oolf, - · · · · · · 
u ' .,J··•. . .,.~.:.,.,~ -- . \. -,_;;,), 

in Id. 
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imposition upon one party to a contr?,Gt of an. obligation not assumed. "'173 

T' _,_,_. h 1 ct" b . . d th t Art" ' 1 · -,., f ' c· .. r . ... ne pau1es s .. m:u ,ear in mm i:t i 1c1e L-'Y o tne 1v11 ,.,;octe states . . 

t-_hat "[oll----,l;o·ot" <-,Q r· . ,-. . + ,_ ' +L. .c -- f'' ' h 
" _ J G.1. ... ocL 10~1'4' adsmg rrom com,racis nave 1--ue 1orce 01 1a\v oetween ti e 

contracting parties and should be complied with in good fuith." 174 Thence, 
considerin.g the original loan contracts~ the promissory notes, the DSAs, an.d 
even t.½e deeds of real estate mortgage, the p~titioners bound themselves to settle 
-'h t b . ' 1 .1 b ·,. f b 1 17" 'LT • • 1· b''" 1 . l , ... e amoun s emg o.emanaeu , y 1v .... etro. -a~.· · - b.owever, their 11a rnty snouLd 
. r.:: d ·11 ' '. . ' ,.. be qua.t111e , as w1 _ oe qrnct1ssect hereatter. 

The nurnetary rate 
- . ' 

penalty interest rate, ~:m:! 
. ..... f\'A,..,l . . ., 
unpOShWU O -- ;A_ are InJ(lU.H:m1s. 

T"Hl ·1 l • • ·1 .(:;' <' ,-. i.. ; ' ·1 - h . 
1v. ~11-1.e tne pnnc1p1e 01 rnutuallty or contra,cts s110UH1 pr~va11, JVIetro...,a:n_1cs 

valuation and iinpositio:n of the interest rates in the DSAs. should still be 
..:l -' A • • 1 ,•_,_• . r! ' , . • , , ~ assesseu .. a.s a prmc1pa1 c9no},..1on anq ru'1 rmponant component m conn-acts of 

, . . , .1 d . ,,, 1 , - • 1 • ,. -h 10a..,11, mterest rates are oruy al· owen n agreea u.pon oy express st1prnat1on or u e 
parties, and only when reduced into writing. A .. ny change to it must be mutu~lly 
agreed upon, or it produces nq binding effectn176 "\Nithoµt a doubt, the parties 
entered into contracts that expressly stipulated th.e interest 
issue, however, is \;vhether these rates are 1-1r1eonscionable. 

r.r'\11 ("- it .I, 1 -f- "' . + 'ii 

l .nere ar~ two rypes ot mteresi:, na...me1y, mone1.ar:,.1 mteres... ai.1.a 
compensatory/penalty interest "Interest as a compensation fixed by the parties 

.-·> , - 11 + "' C. ~ . .. ' t ' ., :tor ttte use or !orbearance Ot money is re-1.~rr~a to as monetary mteres , w1111e 
. h . . . 'b 1· b . ;. f.' 1 0 mte:rest tu.at may ne 1mposect , y aw Qr y courts as pt;many 1or 0-amage.s is 

,... ;! - • . ,, 177 .- A " 1 , h . ; -1-- • reterreu to as compensatory mterest. · --' · ..t•1ccoromg-1.y, fa ~ r1gnt to recover 
interest arises only either by virtue of a contract (monetary interest) or as 

J ,.... i - - r,, ·1 ... " "' 11 i! h .. , ,1 o_, ~ ... aa.i.uag(:;s ror aelay or ra1 ure to pay tne pnnc1pa1 wan cm w,.11c.n tne mteres1.. lS 
1' .l ~ / . e t . 4--.., ,~ J 78 aema:naea \_compensatory m, c;res~J. --" 

rn Id~ :;1.t 2481 c~ting 7:.½e Insular Li/$. .. 4i,sur.r;.tr;ce Cc;,Jtt.paF?Y, ~ird. 1-~ Court Qi' .Appif(a!s and $-Fn Bruth~r .. c; ~ 
Company, 472 Phil.. 11 (2004), 
ii1 c:·1v1L c:OPE? 1\rt. 1159. 
175 Afetro-politan Bcmk & Trust CQ. v. Chu; J:,u Tan, 792 Phil. 70, 82 (2016). 
;7o YQsqu~z v. ,.0 ·hfl(pftine J\Tatfonal !Jank, sUPrta~ note i 70 c-iting /Security Pank Corp. v .. Spouses lvJ"er~ado'= G .. FL 
t;(!5~ 194934 &~ 197010, June 27:- ;J018~ 
177 Vasqu{3~ v. /:Jhtfip/Jirtt?: 1Vationqf Bank, supra, noit~ 170 r;itin.g l-l-µn l/Jh"'/ng ?-qrk 1--: Eung !iVOn Choi, G.Il. No. 
2,20226, IvI~rGh l,7 ~ 4019. 
1'ffl .lf!.a v; E~?lo1gaJ G .R~ ~Jo. 2339745 July 2:: 2.Q 18 citing Pen v .. Santt)S, (tR. No~ i 6040~~ January i 1~2016'} 77fJ 
PhiL 50 (2016), 

:;: ]t citing Trade & fn:,;r;stm~nt f)evf!l9pr,ier;t Corpon:t{on of the Phi!ippiMs v: Robl~tt fndwitria! Construction 
Corparatton~ 523 Phil. :360 (JCO?): 
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considered as exc~ss1ve or 1mconscionabie." 181 Alternatively, as per settled 
jurisprudence, a 24% per annum ( or · 2% per month) rate is not 
1mconscionabfo.182 Takip_g these into account, the interest rate of 14.25% per 
annum (or l.1875o/o_ per month) upon the principal obligation in the case at 
bench should, in theory, be considered as a fair rate. 183 

\Ve repeat and quote the CA)s finding that "[i]n the original loan 
documents, the interest rate wa,s pegged at 16% Luer annum]. In the 
:restructuring of the loan obligation, the p2,st due interest was recomp\lted at 12% 
[per annum], and the interest due under the [DSAs] was pegged at t.½.e rate of, 
l 0% [per annum], reprice&ble quarterly depending on the prev?,iling market 
rate. It was eventµally :repriced at 14.25% [per annum], a rate still lower.tl1an 
the origir1ally stipulated interest rate of 16% (per annuml An interest rate of 
14,25% [perqnrzum] i;:; reasonable."184 

-

Similarly, the petitioners' insit;;tence on using the 8% per annurn 
advertised rate based on a news e:x_:ciqript c.ai.7.not be considere9-, as such inten~~t 
rate pertai..n.ed to loans incruTed to pay fur a, property pro1::mr~d.during a public 
auction an.d not to a loan contract likf; in this case, Besides, the loans here were 
obtained in 2001 (restr1ictured i..r1 2003) while the adv{;rtisement was posted in 
2006. 

However, the fact that these sp1;;cific rates fall below the 3 % per month 
'threshold should not be the only factor in determining if the monetary interest 
rate is valid, The basis of the p&-1:y tqsked to impose the interest rate 
(tv1etrobar.µ1<.) and more -ir_p_portantly, the agreement of the other party 
(petitione.rs)1 should also be considered, notwithst~ding the specification that 

, the ''prevailing market rate" should bt; s~t as a. base point for any :recalibration 
of inter~st ra.tes. Vasque? v. Philippine 1Vation:al /Jank185 (Vasquez) is instructive 
on this matter; 

In th~ fairly recent case of S<?curity Bank Corp, v. Spov.$es Jvlercado, 186 

the petitioner therei:µ likewise impk~mented @- similar interest rate scheme 
wherein the re::;pondents then::in were made to pay 'Security Ba,_·,1k:'s prevailing 
l'ena.'-ino- r<>•Pr 1' i&7 . . 

. _.ll..r..iip ...... ~~...✓.L~) 

fo th.e said case, likening Security ~[l..!.'ik:'s imposition of the 'prevailing 
lending rate' to the ~pril;ne rate plus appfo;a.ble spread' which was deemed invalid 
in Spouses Silos v. Philippine Nationq_l Bank, the Court held that imposing the 
"prev9-iling Jenq.ing rq.te' i1;, not synonymous wiu'l th~ usual ba.11...1<:ing practice of 

181 Panacan Lumber C9. v, So.lidbqnk Corp., G.R. No. ;z;6p2, Ss;;pternb~r 16, 2020 citing Spouses Mallari v, 
Prudential Bank (now Bank of the .Philippine Islands), 710 Phil. 49.0 (2013), Ruiz v, Cowt of Appeals, 449 PhiL 
419 (2013), and Chuq,7, Ti.man, 584 Phil. 144, 148 (2008). · · 
182 Metropolitan Bank & Trust Co. v. CJhuy Lu Tgn, svpra. note 175 at 8~ citing Spouses ji,-fallr;;ri v. Prudential 
Bank (now Bar1;k of the Philippine Islands), supra ;Nhi<;h cited VfJkmuevg v. Court of Appeals, 671 Phil. 467, 
478 (2011) and Garcia v. Court ofApp(fals, 249 Phil. n9 (1988) . 
• 1s3 Jd. · · · 
184 Rollo, p. 18. 
rns Vasquei 1,: Philippine National Bank, supra, note 170. 
186 Id. citi..ng Sfcurity Bank Corp. v. Spouses Mercado, &µpra, n,9te l. 76. 
is7 Id. 
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imposing the 'prevailing market rate.' The Co¼-t explaini;;d that the latter is valid 
'b~cause it cannot be said to be dependent solely on the will of the bar.h"i( as it is 
also dependent on the prevailing market rates. The fiuctu~tion in the market rates 
is beyond the control of the ban .. 1<:.' 188 However, when banks impose 'prevailing 
lending rates,' such imposition, is considered one-sided, arpitrary a..'ld potestative 
as the bank is 'still the one who determines its owu prevailing rate.' i 89 

Vasquez further explain that: 

"· tb. . +,., • C ' •£'_ ' ' ·• • h . nt 1.1s Jrrncu.rre, the . ou..rt c1.a,.11..nes tnat tnere may be instances w _erem an 
interest rate scheme which does not specifically indicate a particular interest rate 
may be validly imposed. Such interest rate scheme refers to what is typically 

,, .:l ill .g • ... ' , <-caueu a dO*un.g m~,?resr :rate syiiM~m. 

fa Security Bank Corp. v. Spous?s lvfercaclo, the Court expl&ined that 
flo<;tting rates of interest refer to the V{U"iable interest stated on a market-based 

,.. t d ' i., .,..,.. s . ' . n . f · re:rerence ra e agree upon oy 4ie par tH3S . .;t1pumt1ons on uoatmg rate o interest 
d•.f:C'_ ,. 1 t' ' = , . . . l . • 1 • ' l' ~ 1uer xrom esca.a 10n cmuses. bsca1at10n clauses a.re st1pu1anons w1+1ch a.10w :tor 
the increase of t.he original fixed interest rate, In contr~t, a f1oati.qg rate of 
interest pertains to the interest rate itself that is not fixed as it is dependent on a 
market~based reference that W$.S agreed upon b:y the p&"'iies. 190 -

In the aforesaid case, citing the Ma;,7,ual ofRegl_llations ofB~.nks (MORB) 
of the Bangko Sentral ng Pilipinas (BSP), the Court explained th~t the BSP 
allows ban..lcs and boJ:Towers to agre~ on a floating :rat(? of interest, provided that 
it must be based on market-based :refeit•ence r~tes: 

§ X305.3 Floating n1tes ofinte1Y!St. -The :rate of interest on 
a :floating :rate lo~n ch,r,ing e~ch fo.terest period slrn.H be stated Q!! 
!µe basis_ of_ 1\-faaHa Refo1=~nce ~-~tes .(]:fRRg), T~Bm Rate~ 
oth.e:r market b~sed reference :rates pill§ a margin as m.av be 
?-greetlupo~Jry tl!e,e11,rries~ 191 . . . .. . 

The Court expl?.ined t!1At '"[t]his BSP reqµ.irement is consistent lVith the 
principle thq.t the determination of interest rate:;; cq.11...J;,_ot be left solely to the will 

~ 1f,l. P.. ' 1.. • • 4-• . ,,,• ,r t ,,. ' . ¾ ~· • o:r one party. 1i furti}er em.p-44i$u;e(l ~hat .. ne rer,erence :r~ e :mµs .. oe sta,..ev m 
.. .. 1! • S; .: i -~ ~" , 192 7""1!" ~ 1 c ·l ,,1r1tmg1 ana nu.mt oe ag:reeo. 1apon ny rne pa~ eJ,es. · ttence, m oro.er .1.or tne 

concept of a fioating rate of interest to apply, it presupposes that a :1:narket-ba.sed 
+: .. .. ....:i. ., ,. ~ + ~ it .. A -.: t1 . ~ '" -'-, re.lerence rate 1s m<.1.1cat~a m ,;,,.r.r1c1ng an-a ,;tgreeu upon Dy ne pames. m m~ 

aforesaid case, the Court did not de~m the interest rate imposed therein as a.n 
• • 1 ~ • f. . .. . ., ' ,:-. . 1 • • r1 1mposao1e 1ioat1i1g rate o_ 1nter~st o~ccruse rne r~1erence rates are noL ccln..tinne~ 
• ''. • 7 1-, l . ,.:j +h D ,;,T:' l 93 1n 'Nn11ng as requ1rea. u~l . avv ~n,._1. $,, _.te P;._;:.it'~ 

!91 !~~:i citing ~19!1.ual of R~gµ1at1ons for "f.3apks, Vol. l; ~rnph#s~s ~nQ tEHi~rsG,n·in~ s11pplied~ 
192 IO~~ r;iting Sf;;·urity Bank Cqrp. v: $po.~taes 1\:fe-rcad.01 %upra. nut~ 17f.?. 
i-:t3 {d. , 
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' ft ' --' ' ·· · ' · ' 1 0°/ f" r· 1. ~~ h. h quarter t.herear er o_aseu on t...11e prevalimg man.zet rat~ plus _1 
110. \rd !, w 1c, 

shall be paid in anears to t,;Ietrobai.7k starting October 31, 2003 and eve1y end 
of the quarter thereafter without need of demand. (Emphasis Ours) 

In this case, it is understood th~t the monetary inter~st rate would be 
repriced quarterly ( after the first year} basE!d on the prevailing market rate. It is 
imnortant fo note that the provision did not state which market-based reference J:.. . . . . ·- .. ~ .. . .· . - . . . . - ~ . • 

would be used by the parties for the repricing~ Th!;; provision also did not 
indicate t.liat the petitioners would be. given a wi~itten notke as regards the 
application of the repdc:ed interest rate and the opportµnity to consent to the 
r~pridng, notvvithstanding its dependency on th~ prevailing market rate at the 
time. 194 As earlier mentioned, even if the interest rat~s would be market-based, 
the reference rate should still be ~-stated. in. writing and mUJ,st be agreed upon 
b 

• . •5'05 . 
v tne partws.' '" • s, ...... 

B d . n,,A '" . 1 , , d , . , . . ·1 . . , h . ase on t11e .uµ. s, Iv1etrooaP,l{ na. tne-?utnonty to uru aterally app1y t ... e 
"'prevailing market rate'' without ::;pecifying the market-based reference and 
securing the ~written assent of the netitioners, · which is in violation of the ..,_; • • • • • • " Ji., • ~ . . , . 

principle of mutuality of contracts. 196 For ·this reason, the repriced mon~tary 
. fl4"".::::'¾ ' 1d. d . ' "".,.. , 1 h · · · mterest o '. ,?J"' o per annum snou... . be eclarea. as voi~. n1aeea, ti..,e nnpos1t1on 
,of the monetary interest rate sho4ld 11qt be left solely to the will and control of 
IVIetroba:rJ<: absent the petitioners' express and written agreement. 

Also, the Court finds the 2~dditio11 of the phrase "plus 10% [VAT]" on top 
of the repriced monetary interest as qn.necessai7 and misleading, if not illegal. 

· If the intent ofiv.fotrobank was to include the VAT 4'1 th~ breakdown of costs for 
purposes of computatiqn in relation to it~ obligation to pay a tax, 197 it should not 
have placed the said phrase in the same provision as that pertaining to monetary 
intere~t. By doing so, Metrobank ca,qsed confusiQn. Worse, it actually included 
the VAT in the computation fo:r petitioners' liabilities. It 11nduly imposed an 
additional obligation t1pon the petitioners, whkh should be struck down as. 
iniquitous and unlawful~ sin~e the, boy.rovver should not bear the burden of 
paying tax~s in behalf of the bank. Thus; the ·debtor c9mpanies should not be 
required to pay the 10% VAT. Accordingly, such part of the provision should 
also be struck down for being invalid. Additionally, the l 0% VAT was imposed 
even before the execµtion of the DSAs, based on the breakdown indicated in 
the said documents. Such should not be allowed as Metroban..k had no legal basis 
to do so in spite of the petitioners' presumed assent to pay the said tax. 

'"h ' d ' 1/ . . . < ' • d " 'n 1tn regar .. to tne pena1 compensatory mterest, 1t 1s charactenze. as an 
...l k' . ' ,-! • • 1 , • • • ,.19R d < "fi I unuerta mg attacneµ to a prm0Jpa1 ob11gat1on ,, "?-17''. has two purposes: ., zrsty, 

194 Ser;:urity Bank Carp. v. Spous!i:s ]Vforcado, supra U()t@ 176. 
195 Vasquez v. Philippine National B,ank, g,pra note 170 citing Security Bank Corp. v. Spouses Mercado, supra, 
note 176. 
196 Id., citing Desiderio P. Jurado, COMlV{ENTS AND JURISPRUDENCE ON OBLIGATIONS AND 
CONTRACTS, 9th ed., 1987, pp. 351-352. 
wr See: NATIONAL INTERNAL REVE1'.fU~ CODE, § 12!. Ba.rtl<. services ar~ sµbj~ct to percentage tax on 
gross receipts. 
198 Buenaventura v. lvfetropolitan Bank and Trust Co,, supra, note 171 at 260. 
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to provide for liquidated damag~s; ap_d, secondly, to strengthen the coercive 
force of the obligation by the threat of greater responsibility in the event of 
1 1-, f b'" ,,_ - ., 190 "' I[ " · l , . , . , . , . ,.. oreac...i o o ugm.1on,- - 1v1oreover, · a pena ciause 1s l;l, suostitute maeni .. mty ror 
damages and the payment of interests in case of noncomplia.,.11ce, unless there is 
a stipulation to the contrary,"200 pursua11t to Article 1226201 of the Civil Code. 
If the parties stipulate t.½at there · is a penalty interest separate from monetary 
interest, these two kinds of inten~;;;t ~hould b{;; treated different and distinct from 
each other and 11l4y be demanded sepa,rately. 702 A penalty interest is sanctioned 
by Article 22.29 of the Civil Code which states: · 

If the obligation consists in the payment of a sum of mon~y, and t.11e debtor 
incurs in delay, the indemnity fur dai.'Uages, th.ere being no stipulation to Lh.e 
con:trary, shall be the p~yrr+ent of the interest agreed upon, ai-id in the absence of 
stipl.+lation, the legal interest, which is six per cent per a,.nninn. 

"'h. •· 1-,·L ' •.c:;i• •.c1, 1 ere 1~ no cHspiite tdat tne parties spyChH::o tti,at upon cte.rn.u1t, tne 
petitioners would have to pas oompein$~tmy interest, Nonetheless, con~ide.ring 
the nullification of the repriced r~oneta,ry interest and given that the Court is 
allowed to temper unoonscion~hle interest rates, the penalty interest rate of 18(}-'o 
per annum -stipulated in the DSAs should likewise be reduced to 6%203 in line 
with recent jurisprudence'. 

The petitioners are still liab!e for 
the payment of tbe foa.:us. 

It is clear from the DSAs that the debtor companies q,greed to pay interests 
h . 1 b'. . • -I+ 11 t • 1. , • • • 'h. ..1 h . ~1 on t ~e1r oan o -ngat1ons. A-1-i..er au, t11at 1s tne p11nc1ple be1,.mo t.t ... e grant o:t ... oans, 

Notwithstanding the unconsoionable and therefore void nature of th.e repriced 
interest rates, the petitioners still h"1vt; to p~y J\,1etrobarik the remaining amour1t 
of the 1mm obligations. They are not S?ntitled to ~top payment of intere~ts, as 

f h • ~ 1 • • 1 "'1--. cl ,, • ' • only the rates o_ t 1e mt,;;:;re5sts were uec1area v01q. "i.1.~us, t.ne -'st1pmat1on 
requinng [petitioners] to pay interest on their loan remains valid and 
'l • -~,.. ,,20,1 A "" ,.. --<I .;. - -t l ' .. .. "'!' r- p .. , J omctmg. ..,-, vtherw1se stateo~ 1\1.~troo~.nK s 1:mpos1non or un:,.air monew.ry anu 

' • ' • • I ·1-, 1 i " ' ' • " 11 + penalty mterest rates womd not pFeciUCi.{;;; tg~ 9-an ... " rrom c1a1mmg tu11 paymen ... 
" . . d , nn " . , . , , or the loans 1m 1.er tne Ubl:..s w1tn reasonoJJte znterests. 

In fme, ''in a situation wher1;;in th~ interest rate scheme imposed by the 

199 Id~:> citing I\l Tolentino~ Civil Code of the P.l~il~opins?~~ 1991, P~ 4?9. 
200 ld., citing CIVIL CODE, Art, 1226, 
wi CIVIL CODE, Art, 12:i6. 

. . ", I b1' . .. ' ' t' '. , 'l , ¼·~ t ,, • 1 ·,.,_ I~ • ,--,,,,..., o-~ >lnrl ,_-he Article 12~0.. n o _t1gat1ons v11t11 ~ pena1 ~1ause~ ·~ne p(;na;ty snaL suos(,1~u .. ~ ~ne !Tiqem~Jt./ 01 uc.u.!.lat:,c0 __ .__~ i .. 

~• - ~ -• •cp- • <' '·• • t •t. • 1-,• ...;.l '~ ~Mmao-en payment or interest in case ct !}.on~o.n1pllanq~1 h th¥re is r1~ s~ipv~~~ion .. o rue contrary .... 1~V~H.41ei~~s, (U:µ_~ b- ~ 

shall be paid if the obligor refoses to pay the, p~naity or t:;; gt1ilty of fraud in th,i::: ft.1lfillment of the ol,ligation. 
The· penalty may be enforc~d e:nly wlieri it ts d.~rnan4a?k; iTT a.{?9or~f:l.nce Vlitl1 ~e provi$ions of t¾is Code~ 
~o? . '.. B . , = ,,.., .. . l "", t,,., ,...11 . ·t· = . ,. r . ·' ., ,, , •'1 Cl 
£ ·- Buenaventur4 v. Jyfe(ropo;;ran _· ant aria 1 ritst ~o.! supra, note _ 1 1 ?. 40\i c1'J,1ng 1a(t y. L-OUrt OJ .n,ppea:s ~ --t J. ":f 

PhiL 8:57~871 (200i), 
203 .Security Bank l::orp. v. s._pauseEJ Aferca<for- suprS:t~ noti l ~79 pjting ji1Clvf.P Consf:ru9tion (;orp. v.. lvfonark 
F;q,fipment Ccgp,, G.R. No. '.!01001, Novemb1;Jr 10, i0\4. 
404 J.1Pcrus(3s .;.1ndal v ... Phi/ij.7pfne 1Vatiof1g.! J)ru1k, 72i Phit Z7~J 483~4~4 (4013): 
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bank was struck dov111 b~cause the bw71<: was allowed UJ1der the loan agreement 
·- , 11 J • , • h • 1 1 • . . , • , to t1..mlatera.1.,.y oetennme ana 1ncrease t .. 1e nuposame mter~st rate, tnus bemg 

null and void~ 'mlly the interest rate imposed is :rmUifie~; hence, it is deemed 
not w-ritten in the contract. The agreement on payment of inte:rest on the 
principal loan obligatfon r?mains."'205 Releva11tly, "the Court shall apply 
the applicable legal rate of interest~ which :refers to 'the prevailing rate at 
the th:ne when the ag:rei?ment ,vas ~nt£red into/"206 On the DSAs, however, 
.-. • £ h h . S•< ·1 "1fV'•/ me monetairy mterest 1or t ,,~ iirst year sJ1owct be at t11e rate ox ~ uo/o per annum, 
repriceable every quart~r b?,sed on the prevailing market rate. Since We already 

. < ' "l 1. l . . .d h . . 1-. J 1 1 pronouncea s1.1cn unuatera1 quarter y repncmg as v01 ·, t ·. ~ appllca, .. r..~ 1ega ... rate 
should be utilized for tht3 ~rqbsyqu~nt y(ears ( after the first year with 1 O(}o per 

. t . ,r . tl; ns . \ ..,, , 1 . .. < • . annum m erest accor,41,ng to ne v As;, ::S1m1Hy put, 1..h~ :monetary mte:rest rates 
should be as follows: 10% per armum from August 15, 2003 (date of execution 

£' ., r,,,n ' \ •1 A · .,_ • ~ 2{'()j' ( . .~ · \ - '"'0, ,.. A o~. the LJ:'.)AS; µn.tL. r,.ugust i:>, . vu.+ Jhe nrst year1; lL:10 per annum 1romAugust 
16, 2004 until June 30, 2013; a.rid the:n, 6% per qnnum from July 1, 2013 until 
full payment. 207 ·These, rates should be deemed re~.sonable under the 
circumstances and based onju.risprudence. 

~ .. .. 1 G .d ·1 • ne1 .& T , • • 10 stress, Nov4 ana :.,.oL weh ~~~cµt~ct s~paratv u,:," ;,.S, ~n tneir :i;-espect1ve 
DSAs, they agre~d to execute two PNs to cover for two categories: {a) 
recomputed outstanding past due interest (which would be subject to a l 0% per 
annum interest on the first year and th~n tJ:ie legal interest rate thereafter based 
on the previous discussion); and (b) new principal obligation after taking into 
accm,mt the recomputed outst~ding past due int~rest and the 75% waiver 

1 • l\ If , • • h <. I h 11 ' gra11tea by Jvletroban.k on ti e outstanct1ng pena1ty c;: ... arges, as we as other 
deductions given by the ban,,¼:. Tht1s, according to the DSAs, assmning that the 
imposition of (he 1 Oo/o 1h\T was not includ~d in the figures provided, the 
specific rates that i·•fovs, at'1d Goldwell should.pay are: 

First S11;;cond CoUdiiioriS l TOTAL I F .. Promissory (Moneta.:ry 
I 

. :romissory 
Note Note Interest ·on 

(PN1)20~ ~. 1, (PNZ)209 both PNs) 
Nova 

.. 

-
P3,014,220.09 r12~878,966.66 ~) 10% per (PNl +PN2)= 

cmrmm on the r'l5,893, 186.75 
first year I 

I 

( A "O"St 1 .;; I 
~4. .,._4~y.. ..L~, I 
2003 to Am:rust ... · ....... .::, •. 

l5, 2004); 
b) 12% per 
annum " µ0!11 

Augu,st 16, 
i 

'.2-004 to Jru1-~ ! 
•'·· .. '• 

205 Vasquez v. Philippine Nationql BqnJi, ~upn:\, µote 170 ~ging Spquses Limso v, Philippine National Bank, 779 
Phil. 287,370 (20Hi), 
206 Id, 
207 Nacar v. Gallery Frames, 716 Pl:ljl. 267-283 (2013). 
208 Rollo, p. 300; Item Nun1ber 2 after t11e ''Now Theryfore" clause. 
209 Id. at 305; Item Number 2 after tb.~ "Now TI1erefore" clans\'). 
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GoldweU 

! . 
I 

~33-

!"9,305,079.17 P37,249,226.41 

30 20i3: , .. . ;,r 

c) 6% per 
qrmum from 
July 1, 2013 
m1til fully paid 

~) 10% p~r 
r;mnurn on the 
first year 
(Allg',JSt 15, 
2003 to Aug1Jst 
15, 2004); 
b) 12% per 
annum 
August 

£1om 
16, 

2004 to June 
30, 2013; 
c) 6% per 
annum from 
July 1, 2013 
until fully paid 

G.R. No. 209837 

(PNl + PN2) = 
!?46,554,305.58 

Su..m of Nova 
a.11d Goldwell 
PNs= 
P62A47~492.33 

Nonttheless, it should be emphasized that the total figure of 
~,,..-2 11 •7 A192 3"" ,. ..:i +: ' ,,. ·• 1 • • - 1 h ~ o ill'4 ,"i' • .::, was presen~eu .1.or tne purpose ot 11iustratmg how mucn, w1 en 
combined, the petitioners owe Metrobank. It does not mean that th.c, PNs of 
Nova and Goldwell should be Qons91idated or that the collaterals of both 
companies should cover for the petitioners' obligations without distinction. 

In any case, the petitioners cannot be deemed to have defaulted from their 
obligation. It would b~ unjµst to ri~qvire a p~nahy charge upon them prior to the 
.c: 1· ~ i... n . . . 1 • 1 • 1 ana 1ty ot tHlS LecISion, smce tne monetai.7 mterest rate scneme previous y 
' ' , -. " . .b • +' ng A . " ' • , ...., t1 . • th rrnposea oy 1V1etro · ank on the 0· ns was nuu lli'10 vow.. .r rom ... ne time e 
petitioners filed their Co:mplaint210 until th~y filed the instant petition, t."ley 

d tl . ,, £' ·1 l ' . • ' ' • + 1 + ... ,f , b 1 • averre 1at t,ney iaueo 1:0 t1me1y wncter paymen.,s a.ue 1.0 iHeiro'. alll('S 
imposition of exorbitant interest rates~ which caused difficulty and delay on 
•' • ,.,..., . h d ' ' '6 1 • 1 , • ;j C'. , tne1r part. 1 nence, t.ue .eotor compames qa:nnot oe consmereo. m i\,.!.erau!t as 
ri. r b k~ h d . , r.::i • ' r , • • ~ , , , 1· .... LJ.V.,_etro ·anrJ a no ngnt to ;...emanct ::mo Ltne pet1twner~J nact no oo 1ganqn to 

.,, 1 t . t t'''110 • 1 ,_ +·1· .;"t" b ,, 01 d pay 111ega mone ~y meres,,. :- ' .J,n:npi:y pw., ~.:1e pell~1oners can e • comnaer~ , -
• ,4 +: • • ~ ·, • ' • • • • 1 f; <. +' m l,e.,_awt only upon tauure to pay tne 0011gat10n nere statea upon ,~mauty O.;. 
· · n · · ·,21 7 

T 'h t .. , · t -'h +· · • ct· .c 1-'- • tt. · · th1s 0ecrnmn.' · - Jn. ·1.1 e even~ li,"J~h L.i.~ pe1xt10ners i e;_auu m_ ~.1.1e1r payment upqn 
~ 1• .p 1 • n ' • l , • , C' ~01'. •· l' 1 :tmc1J1ty 01 tn.1s 0ecrn10n, t.n.e penm.ty mt~rf,;Sf rate 01 ;.:.,,,o per annum sna11 qe 

, . d } . . 1 • • l • • . r· . . , . . . . • . n-~ T \ • , d. appne, to t1:1e prmc1pa.1. 1oan ob.i:1ganon -..based on tne mctrvwual rNsy mciu- 1ng 
' " • '~",l -h 7!1! • ')13 n i +t ~ ,1 " + ,: .l.,.1 . I 

1no11eta . .IJ' 1n.terest, unti1 iu11 pa:1111e11t/~·'.· . Ket~~'anil)", s~nce tnert;; 1s StTICL1y 110 

m Rollo, pp. 8Sa~9. 
2 u VCzsquez v. Phil(vpin? !Vation:a(. Bank, sµpra, note 170~ 
212 Id., citing Spous~s ~4ndal v. .Phil(0Jti11?·/{?1tfon:al $ar1tfr supr~ not~ 204~ 
"""' "di P'"J;. ·,,. 'B, """4" r.,n ,-. . ·"'O,-; -~ ... ._.~ouses An aL v. ~ nti-q:;ptne 1v"ationat anK,, si1pra noi~ ~1/ .. ; nq.c_irr v. yqJ;,-er;; r rarnes, supra, note .t , 0 
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default yet, Metrobank calli.7.0t institute foreclosure proceeamgs based on the 
real estate mortgage contracts.214 \Vithal, if-)\1etrobl;l.nk conducted foreclosure 

t" f 1 1 l • ~ • • d" ' . . 1 • • • proceemngs on at'l-Y o~ tne mortg;iges, sucn snouk be nnme • mrely mva11ctatect. 

I\!Ioreover, it shoµld b.e noted th;rt th~ petitioner~ managed to pay some 
amounts until August 2004. Yet, Metrobank argued that the petitioners only 
made payments for interest an1ortizations, VAT, and/or penalty charges, and not 
h • • 1 1 • • • "' i • r, • • 215 . _, t e pnnclpa 9pllgat1on as renectea. -m some or the rece1pts - on recora. 

Regardless, faese prior remittai.7.ces should be cou11ted as payments for the 
, . bl 1. • • • . 1 ; • • r, ' • ~ h app11ca -1e vand interests on the 1oa11s (pnor to a..n.ct arter the execut10n ot t~e 

DSAs ), given that the repriced monet?,1-y interest rate, the imposition of VAT, 
e,nd the stiplllated penalty interest rate have b~en declared void, and beqrµse the 
petitioners caiu1Qt be ~onsidered to be in default yet216 

In sui,7-7-, t.lie petitioners, based on the figures qn the DSAs, are obligated to 
pay the following: 

For Nova, without furt1½.er irn,position of the 10% VAT, whether prior to or 
after the execution of the DSAs -

i) P3,014,22Q.Q9 under PNl, 1,vith compensa,tory interest rate at: a) 10% 
per annum on the first year (Aug\l;st 15, 2003 to August 15, 2004); b) 
12% per annum from August 16, ,2004 to June 30, 2013; and c) 6% 

(' ~ ' - ,.,. 0' ~ ·- .c 11 .• per annum rrorn Jmy 1, 1-, _ .J..5 w-:1t1l 1m ... y paia, 

2) Pl2,878,966.66 under PN2, with! ~0111pensatory interest rate at: a) 
10% per a,nnum 011 the first year (Au~ust 15, 2003 to Aug11st 1:5, 
2004); b) 12% per q1;1nwn fromAu,gust 16~ 2004 to June 30, 2013; and 
) 60 , fr J , 1 .... ,... • i3 . . ful. . . c lo per annum 10m my 1, .. DJl:, un,t1l 1 ly paid. 

For Goldwell, without furth~r imposiHon of the 10% VAT, ·whether prior 
to or after the execution of tl1e DSAs -

I 

l) 1'9,305,079.17 under PNl, with cqn1pensatory interest rate at: a) 10,% 
per annwn on the first year (Aug11st 15, 2003 to August 15, 2004); b) 
12% per annum from August 16, lf,004 to June 30, 2,013; and c) 6% 
per annum from July 1, 2013.untili, fo.lly paid. 

2) P:37,249,226.41 under PN2, withj comp©n$atory interest rate at: a) 
10% per annum on_ the first yea~ (August 15, 2003 to August l5, 
2004); b) 12% per annum fro:p:1Augli.st l6, 2004 to June 30, 2013; and 

' ·1 ) 60, -h = • • ""O',., ·1 ,.. 11 · , c,,. -:1/6 per annum .!..com July 1, ,i _ 1~ unt1.t ru . .u.y paw . 

• 214 Vasquez v. Philippine N gtional Bank, supra note 170 citing Spouses Arujal v, Philippine National Bank, supra, 
note 204. 
215 Rollo, pp, 456-458, 460~46:?, 464-469. 
216 See: Spouses Silos v. Philippine N0tionaJ f3ank, ::;uprEt nqt~ 164 citing Hodges v. Salas, 63 Phii. 567, 574 
( 1936); other citations omitted. : 
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. Furthermore, the petitioners should pay compensatory interest at the rate 
of 6% per annum upon their failure to fulfill the obligation under the DSAs 
discussed herein upon finality of this Decision until fully paid. Thereafter, all 
the monetary obligations shall earn legal interest at the prevailing rate of 6% 
per annum from the date of finality of this Decision until full satisfaction, with 
"the interim period being deemed to be an equivalent to a forbearance of 
credit"217 or 'Judicial debt."218 

The parties are not entitled to 
damages and attorney's fees. 

Since the parties did not substantiate their entitlement to damages, the 
Court affirms the denial of their claims by the RTC and the CA. Notably, 
however, the promissory notes contained a provision addressing attorney's fees. 
Although the promissory notes indicated that Metrobank would be entitled to 
collect 10% of the amount due as attorney's fees, the same cannot be granted 
since the bank did not present this as an issue during the trial. In the same way, 
it did not raise such as an issue throughout the appellate level and even before 
the Court. 

Final Word. 

In granting loans, banks always attempt to impose as many interests that 
they can, sometimes worded differently to confuse debtors. Unfortunately, 
borrowers are, in most cases, forced to accept unfair interest rates and 
conditions due to dire need. Ergo, the Court has the duty to ensure that banks 
do not unduly take advantage of their position of wealth and opportunity. 
Certainly, while the business of banks is geared toward profit-earning, it should 
always be subject to standards of reasonableness and fairness. 

WHEREFORE, the instant petition is PARTIALLY GRANTED. The 
assailed Decision dated January 31, 2013 and Resolution dated November 7, 
2013 rendered by the Court of Appeals in CA-G.R. CV No. 92874 are hereby 
AFFIRMED with MODIFICATIONS in that petitioners Goldwell Properties 
Tagaytay, Inc., Nova Northstar Realty Corporation and NS Nova Star Company, 
Inc. are ORDERED to pay respondent Metropolitan Bank and Trust Company 
the following: 

For Nova Northstar Realty Corporation, without further imposition of the 
l 0% Value Added Tax, whether prior to or after the execution of the DSAs: 

217 Buenaventura v. Metropolitan Bank and Trust Co., supra, note 171 citing Planters Development Bank v. 
Lopez, 720 Phil. 426-450 (2013); Panacan Lumber Co. v. Solidbank Corp., supra, note 181 citing Nacar v. 
Gallery Frames, supra note 207. 
218 Metropolitan Bank & Trust Co. v. Chuy Lu Tan, supra note 175 citing Nacar v. Gallery Frames, supra note 
207. 
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1) P3,014,220.09 R11c.ler Promissory Note l~ with compensatory interest 
rate at: a) 10% per annum on the first year ( August 15, 2003 to August 
15, 2004); b) 12g/o per annurn from August 16, 2004 to June 30, 2013; 
and c) 6% per annum from July 1, 2013 until fully paid. 

2) '.Fl2,878,966,66 under Promissory Note 2, with compensatory interest 
rate at a) 10% per qnnum on the first year (August 15, 2003 to August 
15, 2004); b) 12% pt;;r annzan fr(:HnAugust 16~ 2004 to June 30, 2013; 
and c) 6% per annum from July l, ~013 until fully paid. 

For Gpldwell Properties Tag?yta,y, Inc., Nova Northstar Realty 
" . " " - N th S . ". ·, ~~ ' " I h corporat1on, ana 1'-i0va £ or,_ star · e:r0v1ce Apartment tlote1 Lo., nc., 1-vit tout 
fi.111.:her imposition of the l 0% VAT, whether prior to or ~fte,r the execution of 
t·},a. n,A~· 

..!...i~ ;..._;u .AU'o 

1 \ il:';<) ,., 05 0-9 • ,.., 1 D • "" T . • • • . • 
. 1 r ., ,;, .· , . / ·, 11 uno.~r r- rorm:;,sory l"< ote 19 with compensatory mterest 

rate at: a) 10%i per ctnnum on th~ first year (August 15, 2003 to August 
15, 2004); b) 12% per annum from August 16, 2004 to June 30, 2013; 
and c) 6% per annum from July 1, 2013 until fully paid. 

2) r-37,249,226.41 w"1der Promissory Note 2, with compensatory interest 
rate at: a) 10% per c:rnnum on the first year (August 15, 2003 to August 
15, 2004); b) 12% p~r q,nrrtan fromAugu;;t 16, 7004 to June 30, 2013; 
and c) 6% per annum from July 1, 2013 until fully paid. 

In case of default upon finality of this Decfoion, tzlie p~tition~rs should 
pay compensatory int~rest at the rate; of six percent ( 6%) per c:mnum on the tot;il 
amount due on the indivjdu~l Promissory Notes, plus m.onet;u:y interests, u,_11til 
fuUy paid. Also, the p~titioner$ ha,ve an obligation to settle the six percent ( 6%) 
per annum legal intere;;t on the total rµonetary award., i.e., total amount on the 
individual Promissory Notes, mon~tary interest, and compensatory int~rest (if 
any) from finality of this Deci;3ion until-full satisfaqtion. 

I h . . ".f.' • • • ; c> • • h . . M b l n t :..e altemat1Ve, l-i the pet1twners qNaµlt m t~ eir payments, __ 1etro anx 
" . ' . d" . ' I 1) • N may secure payment or t:1.e amou.,.rits on the m ,rvmua.l. + romrnsory _,_ otes, 

· " d" t-, ' . • , ' ' 1 • L • • ,. • · • mclu mg tu.e app11oao.1.e 1nter~sts :ina. pena1ty charges, oy mst1tmmg an action 
- 1 ~ l C-t1 .,., dth . ' ' ;. C';_1 • 1 tor tne 1orec1osur~ or n~ 1.1101 lgf:t.g{;::s ;a,n.: . .u.e:n to seeK payment 01 u:1e remamaer 
frorn the p(;;titioners if the amou11t secure(."l from the forieclosure proceedings will 
._ , d" c~ . . oe cteerne msu11Jc:1,ent. 

l'"T"\- .. "Ol ... --,; 1 ~ o,L~ 1 1! ..,.l 1 4 d 
1 he ai.'11ounts prev10us1y teno~rnct oy tne. petnrone,rs s£1,oug1 ne coume: ... as 

.I;'.' ",,. ··t 1··· .• ., ' payments :i,or tne appHc;;iJ)l~ 1nterest~ anwor pep.a t1es ciS they are consmereo to 
h 1 ,C: 1· ' ' > •.,_ •• '• ..,,ave not yet oe{aUil(X!. wnen tney remHt~d tne same. 
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