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SUMMARY

The California Court of Appeal considered whether res judicata barred Gonzales's superior court
action challenging a trustee's sale after an unlawful detainer judgment had been entered against him.
The court held that the summary unlawful detainer proceeding did not provide a full adversary hearing
on alleged fraudulent conduct affecting title, so the subsequent action was not barred. It affirmed the
judgment declaring the trustee's sale and deed void, reversed insofar as the judgment failed to provide
for return of the property or compensation, and remanded for further proceedings.
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PROCEDURAL POSTURE Defendants appealed from a superior court judgment declaring a
trustee's sale void and the trustee's deed invalid, awarding punitive
damages, and failing to order redemption or compensation.

STANDARD OF REVIEW Because the appeal was based on a partial clerk's transcript containing
the judgment roll, the sufficiency of the evidence to support the trial
court's factual findings was not at issue. The appellate court reviewed
the legal effect of the prior unlawful detainer judgment and the
propriety of the relief granted.
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QUESTIONS PRESENTED

1. Whether the prior unlawful detainer judgment barred Gonzales's subsequent action seeking equitable
relief and damages to invalidate a trustee's sale allegedly procured by fraud.

2. Whether the superior court's judgment declaring the trustee's sale and deed void was deficient because it
did not order either return of the property or compensation for its loss.

3. Whether the court needed to decide the challenge to punitive damages where compensatory damages
had not yet been determined.

HOLDINGS

1. The subsequent action was not barred by res judicata because the summary unlawful detainer proceeding
did not provide Gonzales a full and fair opportunity to litigate an equitable attack based on fraud in the
acquisition of title.

2. The judgment had to be reversed insofar as it failed to award either return of the property or
compensation for its loss.

3. The court did not decide whether punitive damages were properly assessed without a compensatory-
damages award because the case had to be remanded for determination of compensatory relief.

KEY QUOTATIONS

“We believe that the Legislature did not intend, by the passage of section 1161a, to require a defendant to
litigate the elements of an action for affirmative equitable relief in such summary proceedings or to be forever
barred from suit.” (1036-1037)

“We conclude that the subsequent suit was not barred by the doctrine of res judicata.” (1037)

FACTUAL BACKGROUND

Joseph Gonzales owned a residence securing a $3,100 second deed of trust. After a dispute concerning
payments, foreclosure proceedings were initiated, and Gem Properties purchased the delinquent note and deed of
trust before acquiring the property at a trustee's sale for $691.88 plus foreclosure costs. Gem then obtained an
unlawful detainer judgment and possession, while Gonzales separately challenged the sale, alleging fraud,
collusion, efforts to discourage competitive bidding, and an inadequate sale price. The superior court found that
defendants had acted collusively, deliberately, oppressively, fraudulently, recklessly, and maliciously to acquire
the property for their own gain.

PROCEDURAL HISTORY

Gem Properties obtained the property at a trustee's sale and then prevailed in an unlawful detainer action in
municipal court; that judgment was affirmed by the superior court's appellate department. Gonzales thereafter
obtained superior court judgment in an action seeking to invalidate the trustee's sale, redeem the property, and



recover punitive damages based on defendants' fraudulent conduct. The Court of Appeal held that the unlawful
detainer judgment did not bar the subsequent equitable action, affirmed the invalidity determination, and
remanded for the superior court to award return of the property or compensation if return was impossible.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The judgment was affirmed insofar as it declared the trustee's sale void and the trustee's deed invalid. It was
reversed insofar as it failed to award either return of the property or compensation for its loss. The superior court
was directed to modify the judgment to grant the proper relief and to take testimony, if necessary, concerning
those matters.
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