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REPORT OF CASES

DETERMINED IN THE
SUPREME COURT OF THE PHILIPPINES

THIRD DIVISION
[G.R. No. 170245, July 1, 2013]

THE HEIRS OF SPOUSES DOMINGO TRIA and
CONSORCIA CAMANO TRIA, petitioners, vs. LAND
BANK OF THE PHILIPPINES and DEPARTMENT
OF AGRARIAN REFORM, respondents.

SYLLABUS

1.LABORAND SOCIAL LEGISLATION; AGRARIAN REFORM;
JUST COMPENSATION; IT ISMORE EQUITABLE TO
DETERMINE JUST COMPENSATION BASED ON THE
GOVERNMENT SUPPORT PRICE (GSP) OF PALAY AT
THE CURRENT PRICE OR THE VALUE OF SAID
PROPERTY AT THE TIME OF PAYMENT.— In Land
Bank of the Philippines v. Pacita Agricultural Multi-Purpose
Cooperative, Inc., we ruled that since the Gabatin case, this
Court had already decided several casesin which it found more
equitable to determine just compensation based on the GSP of
palay at the current price or the value of said property at the
time of payment. In this case, the Court used the standard
laid down in Section 17 of Republic Act No. 6657 (RA No.
6657) as aguidepost in the determination of just compensation
in relation to the GSP of palay.

2.1D.; ID.; ID.; WHEN THE GOVERNMENT TAKES
PROPERTY PURSUANT TO PD NO. 27, BUT DOESNOT
PAY THE LANDOWNER HIS JUST COMPENSATION
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UNTIL R.A. NO. 6657 HASTAKEN EFFECT IN 1998, IT
BECOMES MORE EQUITABLE TO DETERMINE JUST
COMPENSATION USING R.A. 6657 AND NOT E.O. 228.—
In the more recent case of Land Bank of the Philippines v.
Heirs of Maximo Puyat and Gloria Puyat, the Court again
adhered to the ruling laid down in the abovementioned case.
Here, the Court ruled that when the government takes property
pursuant to PD No. 27, but does not pay the landowner his
just compensation until after RA No. 6657 has taken effect in
1998, it becomes more equitable to determine just compensation
using RA No. 6657 and not EO No. 228. Hence, the valuation
of the GSP of palay should be based on its value at the time
it was ordered paid by the SAC. Considering that the present
case involves a similar factual milieu as the aforementioned
cases, the Court deems it more equitable to determine just
compensation due the petitioners using values pursuant to the
standard laid down in Section 17 of RA No. 6657. Here, the
property of the deceased spouses was placed under the land
reform program in October 1972, and since then the land was
parceled out and distributed to some 30 tenant-beneficiaries
by respondents without effecting immediate and prompt
payment. Clearly, the tenant-beneficiaries have already benefited
from the land, while petitioners wait in vain to be paid.
Unfortunately, it was only 19 years after the land was distributed
by respondentsthat there was an action on the part of respondents
to pay petitioners.

LEONEN, J., separate opinion:

1. POLITICAL LAW; AGRARIAN REFORM; JUST
COMPENSATION; THE VALUE FOR PURPOSES OF
JUST COMPENSATION SHOULD BE THE FAIR
MARKET VALUE AT THETIME OF THE TAKING BUT
THE AMOUNT TO BE PAID MUST BE THE PRESENT
VALUE OF THE AMOUNT THAT SHOULD HAVE BEEN
PAID.— | maintain my position that the value for purposes
of just compensation should be the fair market value at the
time of the taking but the amount to be paid must be the present
value of the amount that should have been paid. The amount
to be paid must therefore take into consideration inflation,
among other pertinent factors. This is what is meant by the
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various cases cited in the ponencia that the amount to be given
isthe value of the property “at the time the payment is made.”

2.1D.; ID.; ID.; TO INDEX JUST COMPENSATION TO BE
PAID TO THE OWNER ON THE FAIR MARKET VALUE
OF THE PROPERTY AT THETIME OF THE PAYMENT
WILL BETO NEEDLESSLY PENALIZE THE OWNER.—
The concept of just compensation in agrarian reform is the
same as just compensation in all types of taking. The landowner
should be paid the present value of the fair market value of
the land at the time of the actual taking of the property. Just
compensation is computed at the time of the taking because
it replaces the value of the rights to property removed from
the owner. The fair market val ue of the property isthe outcome
of market perceptions. Such taking will also have an effect on
the fair market value of adjoining properties. At that instance,
the taking on the part of the government may have already
caused other properties that are located near the property to
depreciate in value. Hence, the value of the property itself
naturally decreases after the property has been definitively
taken by government. To index the just compensation to be
paid to the owner on the fair market value of the property at
the time of the payment will be to needlessly penalize the owner.
This is not what our Constitution mandated in Article IlI,

Section 9.
3. ID.; ID.; ID.; THE DETERMINATION OF JUST
COMPENSATION, PARTICULARLY THE

DETERMINATION OF FAIR MARKET VALUE, IS AN
INHERENT JUDICIAL FUNCTION WHICH CANNOT BE
CURTAILED BY LEGISLATION; THE FORMULAS
CONTAINED IN VARIOUSAGRARIAN REFORM LAWS
SHOULD BE MERELY RECOMMENDATORY TO THE
TRIAL COURT DETERMINING JUST COMPENSATION.—
| am also of the view that the Constitution provides that the
determination of just compensation, particularly the
determination of fair market value, is an inherent judicial
function. That discretion cannot be curtailed by legislation.
Hence, the formulas contained in various agrarian reform laws
should be merely recommendatory to thetrial court determining
just compensation. Each case must be approached by the trial
judge with sensitivity to the specific local market in which it
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is found and in accordance with the general guidance given
by our jurisprudence. This valuation of the fair market value
must be done on a case-to-case basis. The totality of the
circumstances must be fully appreciated in determining the
value of the property. Thisisin the interest of making certain
that the landowners are ensured of their rights under the
Constitution. With that, | am of the opinion that there is a
need to provide amethod of determination of just compensation.
Thisis particularly true for the Special Administrative Court
(SAC) in agrarian reform, which is explicitly mandated in
Republic Act No. 6657, as amended by Republic Act No. 9700.
This definitive method of determination will ensure that courts
will have a proper jurisprudential guideline that is provided
by the judiciary itself, and not one imposed by the legislative
or the executive branches of government.

4.1D.; 1D.; ID.; METHOD THAT SHOULD BE UNDERTAKEN

IN THE DETERMINATION OF JUST COMPENSATION
INEMINENT DOMAIN CASESWHEN A SIGNIFICANT
AMOUNT OF TIMEHASLAPSED BETWEEN THETIME
OF TAKING AND THE TIME OF PAYMENT; TWO
DIFFERENT STAGES IN THE DETERMINATION OF
THE JUST COMPENSATION; EXPLAINED.— | propose
that when the courts undertake the determination of just
compensation in eminent domain cases, this determination
should undergo two different stages. This applies when a
significant amount of time has|apsed between the time of taking
and the time of payment. The first stage requires ascertaining
the fair market value of the subject property, as earlier
mentioned. This requires determining the value of the property
at the time of the taking. Among other factors, this includes
the due consideration of the applicability of formulas found
in the law and administrative guidelines, tax declarations and
the like. In agrarian reform cases, such as the present case
before this Court, | propose that the provisions on social justice
in the 1987 Constitution on agrarian reform should serve as
definitive qualitative standards to ascertain the determination
of the fair market value which should be paid to the landowner.
The second stage of determining just compensation is finding
the present value of the fair market value at the time of the
taking. When the law said payment should be based on “fair
market value at the time of taking,” ideally, the property owner
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should also be paid at the time of taking. This would give
true meaning to the Constitutional phrase of “just
compensation.” It is only just that at the instance the owner
isdeprived of the property, government compensates the owner.

5.1D.; ID.; ID.; IN CASES WHERE AN APPRECIABLE GAP
OF TIME HAS LAPSED BETWEEN THE ACTUAL
TAKING AND THE FINAL AWARD OF
COMPENSATION, COURTS HAVE TO TAKE INTO
CONSIDERATION THE INTEREST INCOME THE
OWNER COULD HAVE EARNED IFHE RECEIVED THE
MONEY WHEN THE PROPERTY WAS TAKEN.— We
have to face the reality that expropriation proceedings, as in
this case, take a significant amount of time. An appreciable
gap of time has lapsed between the actual taking and the final
award of just compensation granted by the court. This period
of time can take years in certain cases. This results in the
deprivation of beneficial use on the part of the landowner of
the land or the proceeds from the payment of its fair market
value. To augment this situation, courts have to take into
consideration the interest income the owner could have earned
if he had received the money when the property was taken. In
economics, this is referred to as the future or present value.
Another way of looking at the concept of present value in the
context of expropriation is to pretend that the parties in the
case have extraordinary foresight. In such a hypothetical
situation, the parties already know the fair market value even
before the expropriation proceedings have been terminated.
With that amount in mind, government could already pay the
property owner at the time of taking and in turn, the property
owner could deposit the payment in a bank. By the time
expropriation proceedings have ceased, the property owner
could already withdraw this amount of money. By then, he
would have withdrawn the principal (fair market value of the
property at thetime of taking) and theinterest it has accumulated
over time.

6. 1D.; ID.; ID.; THE PROPOSED METHOD WILL ALLOW
THE COURTSTO EXERCISE A JUDICIAL STANDARD
THAT THE COURTS, PARTICULARLY THE SPECIAL
ADMINISTRATIVE COURT (SAC) CAN UTILIZE TO
ARRIVE AT A TRULY FAIR AMOUNT OF JUST
COMPENSATION.— This proposal isadmittedly unfamiliar
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to most of the members of the bench and bar. But the Court
has undertaken similar endeavors in the past, such as the
calculation of loss of earning capacity for purposes of computing
actual damages. The usage of the concept of present value,
and the proposed formula, incorporates the discipline of
economics into the judicial determination of the SAC. This
will not only simplify thejudicial determination, but also ensure
that the landowner is compensated justly after the fair market
value of the property has been determined, no matter how long
the expropriation proceedings take in court. Valuation is an
inexact science; each property subject to the court’s
determination of just compensation is subject to varying
circumstances, and what is present for one property may not
be present for another. That said, this new proposed method
will allow the courts to exercise a judicial standard that the
courts, particularly the SAC can utilize to arrive at a truly

fair amount of just compensation.

APPEARANCES OF COUNSEL

Exequiel C. Tria for petitioners.
LBP Legal Services Group for Land Bank of the Phils.

DECISION

PERALTA, J.:

Beforethis Court isaPetition for Review on Certiorari under
Rule 45 of the Rules of Court assailing the Amended Decision*

of the Court of Appeals (CA), dated October 25, 2005.
The facts follow.

During their lifetime, the deceased spouses Domingo Tria
and Consorcia Camano owned aparcel of agricultural land located
at Sangay, Camarines Sur, with an area of 32.3503 hectares.

1 Penned by Associate Justice Rosmari D. Carandang, with Associate
Justices Eugenio S. Labitoria and Martin S. Villarama, Jr. (now a member

of this Court), concurring; rollo, pp. 42-46.
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By virtue of Presidential Decree (PD) No. 27, which mandated
the emancipation of tenant-farmers from the bondage of the
soil, the Government, sometimein 1972, took asizeable portion
of the deceased spouses’ property with atotal area of 25.3830
hectares. Thereafter, respondent Department of Agrarian Reform
(DAR) undertook the distribution and eventual transfer of the
property to thirty tenant-beneficiaries. In due time, individual
Emancipation Patents were issued by respondent DAR in favor
of the tenant-beneficiaries. Pursuant to Section 2 of Executive
Order (EO) No. 228, respondent Land Bank of the Philippines
(LBP) made an offer on November 23, 1990 to pay petitioners,
by way of compensation for the land, the total amount of
P182,549.98, broken down as follows: £18,549.98 of which
would bein cash, and the remaining £164,000.00 to be satisfied
in the form of LBP Bonds.?

Not satisfied with the LBP’'s valuation of their property,
petitionersrejected their offer and filed a Complaint before the
Regional Trial Court (RTC) of Naga City claiming that the
just compensation for their property is £2,700,000.00.

During trial, petitionersfiled aMotion for Partial Judgment
praying that respondent L BP pay them the amount of P182,549.98
pursuant to its previous offer. Hence, the RTC issued a Partial
Judgment® on December 22, 1992 ordering respondent LBP to
pay the amount of £182,549.98.

Consequently, respondent LBP filed a Motion for
Reconsideration against said Partial Judgment on the ground
that the RTC’s Order for it to immediately pay the amount of
P182,549.98 is not in accord with the provisions of Section 3
of EO No. 228 which requires payment of just compensation
partially in cash and gradually through LBP Bonds.

Hence, the RTC issued an Order* granting respondent LBP’'s
motion for reconsideration, to wit:

2 1d. at 48-49.
3 1d. at 62-63.
4 CA rollo, pp. 74-76.
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WHEREFORE, partial judgment is hereby rendered ordering
Defendant Land Bank of the Philippinesto pay the “Heirs of Domingo
Tria and Consorcia Camano” the following amounts:

1. EIGHTEEN THOUSAND FIVE HUNDRED FORTY -
NINE and 98/100 (P18,549.98) PESOS, Philippine
Currency, plusinterest earned from investment securities
at the shortest time and at the highest rate possible in
accordance with Executive Order No. 12; and

2. ONE HUNDRED SIXTY-FOUR THOUSAND
(P164,000.00) PESOS, Philippine Currency, plusinterest
thereon at market rates of interest that are aligned with
90-day treasury bill rates, computed from date of approval
of the claim of the said spouses.

This partial judgment shall be without prejudice to further
proceedings to determine the just compensation and other claims
due the Heirs of the deceased Spouses Domingo Tria and Consorcia
Camano as provided by law.

In compliance with the RTC' s Order, respondent LBP paid
petitioners the total amount of £309,444.97 in the form of
manager’ s checks, and the amount of P£43,524.00 in the form
of LBP Bonds, representing the cash portion with interest earned
from investment securities, and bond payment of the just
compensation for the expropriated property, respectively.®

In the course of the proceedings, the RTC appointed three
Commissionersto compute and recommend to the court the just
compensation to be paid for the expropriated property.

In their report, each of the three Commissioners adopted a
different formulain their valuation for the expropriated property:
(1) the Commissioner representing respondent L BP adopted the
mode of computation provided under EO No. 228; (2) the
Commissioner representing petitioners adopted the Sales Value
Analysis Formula; and (3) the Commissioner representing the
trial court used the Assessor’s Schedule of Value Formula.

5 Rollo, p. 50.
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In order to resolve the differences in their computation, the
Commissioners obtained the average of their respective valuations
and made afinal recommendation of £1,151,166.51 for the entire
expropriated property.

However, neither the parties nor the RTC found the
computation of the Commissioners acceptable. Resultantly, in
a Decision® dated August 23, 1995, the RTC made its own
computation by using the formula used by the Commissioner
representing the LBP with the slight modification that it used
the government support price (GSP) for one cavan of palay in
1994 as multiplier.

Not in conformity with the RTC’s ruling, respondents
interposed an appeal before the CA.

On March 31, 2004, the CA rendered a Decision’ affirming
the RTC’ sruling. It held that the formulaand computation adopted
by the RTC are well in accord with the working principles of
fairness and equity, and likewise finds ample support from the
recent pronouncement of the Supreme Court on the matter of
determination of just compensation.

Nevertheless, upon a motion for reconsideration filed by
respondents, the CA reversed itself and issued an Amended
Decision® dated October 25, 2005, reversing its earlier ruling
favoring the RTC’ s decision.

Inits Amended Decision, the CA heavily relied in the Gabatin
v. Land Bank of the Philippines® (Gabatin) ruling wherein this
Court fixed the rate of the GSP for one cavan of palay at £35.00,
the value of the corresponding produce at the time the property
was taken in 1972.

6 1d. at 56-61.
7 1d. at 47-55.
8 1d. at 42-46.
9 486 Phil. 366 (2004).
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Accordingly, petitioners filed before this Court a petition
for review on certiorari assailing the Amended Decision rendered
by the CA. Petitioners, therefore, cite the following arguments
in their petition:

[. JUST COMPENSATION ISA JUDICIAL ISSUE NOT AN
ADMINISTRATIVE ISSUE.

[I. 1FAPPLYING THE PROVISIONSOF EO NO. 228 WOULD
RESULT TO UNJUST COMPENSATION, THE
DISTINCTION BETWEEN ACTUAL TAKING AND
ACTUAL PAYMENT WOULD BEOF NOMOMENT AND
IRRELEVANT.

[Il. RIGHT TOPROPERTY ISA FRAMEWORK OF A WELL-
ORDERED SOCIETY AND THIS COURT MUST
PROTECT IT FROM CONFISCATION WITHOUT JUST
COMPENSATION.

V. THECOURT SASSERTION OF ITSROLEASTHEFINAL
ARBITER OF INDIVIDUAL'S RIGHTS GUARANTEED
BY THE CONSTITUTION AGAINST GOVERNMENT
OPPRESSION FAR OUTWEIGHS ANY FINANCIAL
RIPPLE THAT MAY BE CAUSED BY OVERTURNING
THE DOCTRINE IN GABATIN V. COURT OF APPEALS.

V. THE AWARD BY THE TRIAL COURT IN 1995 MUST
BE INCREMENTED WITH INTEREST OF 12% PER
ANNUM .

Ultimately, this Court is called upon to determine the issue
of whether or not the CA erred in ruling that the valuation of
the property for purposes of determining just compensation should
be based on the GSP at the time the property wastaken in 1972,
in accordance with the Gabatin case.

Petitionersinsist that the CA erred in relying on the case of
Gabatin. They assert that the true guidepost in property taking,
whether under the police power of the state or under its eminent
domain, is “just compensation.”

10 Rollo, pp. 23, 29, 33-35, 38.
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Petitioners maintain that the jurisprudential definition of just
compensation means just and complete equivalent of the loss
which the owner of the property expropriated has to suffer by
reason of it. Hence, they argue that the valuation offered by
respondent LBP at £9,243.50 per hectare in 1972 could have
represented the fair market value of its landholdings had the
same been actually paid in that same year. However, since the
same was never really paid, it would be totally unjust if the
valuation offered by respondent LBP in 1972 be paid in 1995.

Conversely, respondent L BP contends that the CA correctly
ruled in ordering the RTC to compute and fix the just
compensation for the expropriated agricultural lands, strictly
in accordance with the mode of computation prescribed in the
Gabatin case. It stresses that when EO No. 228 fixed the basis
in determining the value of the land using the GSP for one cavan
of palay on October 21, 1972 at £35.00, it was merely in
cognizance of the settled rule that just compensation isthe value
of the property at the time of the taking.

For its part, respondent DAR supports respondent LBP's
contention that the CA did not commit reversible error when it
reconsidered its decision and remanded the case to the court of
origin for the determination of just compensation based on the
formula set forth in the Gabatin case.

We find for petitioners.

In Land Bank of the Philippinesv. Pacita Agricultural Multi-
Purpose Cooperative, Inc.,'* we ruled that since the Gabatin
case, this Court had already decided several casesin which it
found more equitable to determine just compensation based on
the GSP of palay at the current price or the value of said property
at thetime of payment. In this case, the Court used the standard
laid down in Section 17 of Republic Act No. 6657*? (RA

11 G.R. No. 177607, January 19, 2009, 576 SCRA 291, 306.

12 AN ACT INSTITUTING A COMPREHENSIVE AGRARIAN
REFORM PROGRAM TO PROMOTE SOCIAL JUSTICE AND
INDUSTRIALIZATION, PROVIDING THE MECHANISM FOR ITS
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No. 6657) asaguidepost in the determination of just compensation
in relation to the GSP of palay, viz.:

In Gabatin v. Land Bank of the Philippines, the formula under
Presidential Decree No. 27, Executive Order No. 228 and A.O.
No. 13 wasapplied. In Gabatin, the crux of the case wasthe valuation
of the GSP for one cavan of palay. In said case, the SAC fixed the
government support price (GSP) of palay at the current price of
P400 as basis for the computation of the payment, and not the GSP
at the time of taking in 1972. On appeal therein by respondent Land
Bank of the Philippines, the Court of Appeals reversed the ruling
of the SAC. The case wasthen elevated to this Court, wherein therein
petitioners set forth, inter alia, theissue of whether just compensation
in kind (palay) shall be appraised at the price of the commodity at
the time of the taking or at the time it was ordered paid by the SAC.
The Court declared that the reckoning period should be the time
when the land wastaken in 1972, based on the following ratiocination.

X X X X X X X X X

Since Gabatin, however, the Court has decided several cases in
which it found it more equitable to determine just compensation
based on the value of said property at thetime of payment, foremost
of which is Land Bank of the Philippines v. Natividad, cited by the
Court of Appeals in its Decision assailed herein.

In Natividad, the parcels of agricultural land involved were acquired
from their owners for purposes of agrarian reform on 21 October
1972, the time of the effectivity of Presidential Decree No. 27. Still,
as late as the year 1993, the landowners were yet to be paid the
value of their lands. Thus, the landowners filed a petition before

IMPLEMENTATION, AND FOR OTHER PURPOSES, Effective June 10,
1988.

X XXX

Sec. 17. Determination of Just Compensation. — In determining just
compensation, the cost of acquisition of the land, the current value of
like properties, its nature, actual use and income, the sworn valuation by
the owner, the tax declarations, and the assessment made by government
assessors shall be considered. The social and economic benefits contributed
by the farmers and farm workers and by the Government to the property
as well as the non-payment of taxes or loans secured from any government
financing institution on the said land shall be considered as additional
factors to determine its valuation. (Emphasis supplied)
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the trial court for the determination of just compensation. The trial
court therein ruled in favor of the landowners, declaring that
Presidential Decree No. 27 and Executive Order No. 228 were mere
guidelines in the determination of just compensation. Said court
likewise fixed the just compensation on the basis of the evidence
presented on the valuation of the parcels of land in 1993, not the
value thereof as of the time of the acquisition in 1972. Therein
petitioner Land Bank of the Philippines sought areview of the Decision
of thetrial court before this Court. This Court found that the petition
for review of therein petitioner Land Bank of the Philippines was
unmeritorious, to wit:

Land Bank’s contention that the property was acquired for
purposes of agrarian reform on October 21, 1972, the time of
effectivity of PD 27, ergo just compensation should be based
on the value of the property as of that time and not at the time
of possession in 1993, is likewise erroneous. In Office of the
President, Malacafiang, Manila v. Court of Appeals, we ruled
that the seizure of the landholding did not take place on the
date of effectivity of PD 27 but would take effect on the payment
of just compensation.

Under thefactual circumstancesof thiscase, theagrarian
reform processisstill incomplete asthejust compensation
to be paid private respondents has yet to be settled.
Considering the passage of Republic Act No. 6657 (RA 6657)
beforethe completion of thisprocess, thejust compensation
should be determined and the process concluded under the
said law. Indeed, RA 6657 is the applicable law, with
PD 27 and EO 228 having only suppletory effect, conformably
with our ruling in Paris v. Alfeche. [416 Phil. 473.]

X X X X X X X X X

It would certainly be inequitable to determine just
compensation based on the guideline provided by PD 27
and EO 228 considering the DAR’s failure to determine
the just compensation for a considerable length of time.
That just compensation should be determined in accordance
with RA 6657, and not PD 27 or EO 228, is especially
imperative considering that just compensation should be
the full and fair equivalent of the property taken from its
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owner by the expropriator, the equivalent being real,
substantial, full and ample.r®

In Meneses v. Secretary of Agrarian Reform, the Court applied
its ruling in Natividad. x x x On the issue of the payment of just
compensation, the Court adjudged:

X X X X X X X X X

As previously noted, the property was expropriated under
the Operation Land Transfer scheme of P.D. No. 27 way back
in 1972. More than 30 years have passed and petitioners are
yet to benefit from it, while the farmer-beneficiaries have already
been harvesting its produce for the longest time. Events have
rendered the applicability of P.D. No. 27 inequitable. Thus,
the provisions of R.A. No. 6657 should apply in this case.

In the even more recent case, Lubrica v. Land Bank of the
Philippines, the Court also adhered to Natividad, viz.:

The Natividad case reiterated the Court’s ruling in Office
of the President v. Court of Appeals [413 Phil. 711] that the
expropriation of the landholding did not take place on the
effectivity of P.D. No. 27 on October 21, 1972 but seizure
would take effect on the payment of just compensation judicially
determined.

Likewise, in the recent case of Heirs of Francisco R. Tantoco,
Sr. v. Court of Appeals [489 SCRA 590], we held that
expropriation of landholdings covered by R.A. No. 6657 takes
place, not on the effectivity of the Act on June 15, 1988, but
on the payment of just compensation.*

Additionally, in the more recent case of Land Bank of the
Philippines v. Heirs of Maximo Puyat and Gloria Puyat, the
Court again adhered to theruling laid down in the abovementioned
case. Here, the Court ruled that when the government takes
property pursuant to PD No. 27, but does not pay the landowner

13 Emphases supplied.

14 Land Bank of the Philippines v. Pacita Agricultural Multi-Purpose
Cooperative, Inc., supra note 11, at 306-309.

15 G.R. No. 175055, June 27, 2012.
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hisjust compensation until after RA No. 6657 has taken effect
in 1998, it becomes more equitable to determine just compensation
using RA No. 6657 and not EO No. 228. Hence, the valuation
of the GSP of palay should be based on its value at the time it
was ordered paid by the SAC.

Considering that the present case involves a similar factual
milieu as the aforementioned cases, the Court deems it more
equitable to determine just compensation due the petitioners
using values pursuant to the standard laid down in Section 17
of RA No. 6657.

Here, the property of the deceased spouses was placed under
the land reform program in October 1972, and since then the
land was parceled out and distributed to some 30 tenant-
beneficiaries by respondents without effecting immediate and
prompt payment. Clearly, the tenant-beneficiaries have already
benefited from the land, while petitioners wait in vain to be
paid. Unfortunately, it was only 19 years after the land was
distributed by respondents that there was an action on the part
of respondents to pay petitioners.

Also worth emphasizing is the observation made by the
RTC —

What the Court considers as unfair, however, is that portion of
Section 2 of Executive Order No. 228 which fixed at £35.00 the
price per cavan of 50 kilos of palay, which amount was the government
support price for palay in 1972 when P.D. No. 27 took effect. What
made the said portion of Executive Order No. 228 unfair and unjust
is the fact that the landowner was not paid in 1972 and he has been
deprived of his 25% share in the net harvest since 1972, until now.

Eduardo Ico, the [ C]ommissioner representing the defendant Land
Bank of the Philippines, modified the formulaprescribed in Executive
Order No. 228, by getting the average of the following values: (1)
the total value of the land based upon the government support price
of P35.00 with interest of six (6%) per cent per annum, compounded
annually from 1972 until 1994; and (2) the total value of the land
based upon the present government support price of £300.00 per
cavan.
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The Court finds that the said modification of the formula has no
basis in fact and in law. To let the value of the land earn interest
of 6% per annum would be fair enough had the price of palay remained
the same. The fact, however, was that the price of palay had
increased 857 times from 1972 to 1994, whereas 6% interest
would mean only an increase of 138 times from 1972 to 1995.
The Court does not see thejustification for getting the average between
the government support prices in 1972 and in 1995.¢

Needless to say, petitioners have been deprived of the use
and dominion over their landholdings for a substantial period
of time, while respondents abjectly failed to pay the just
compensation due the petitioners.

WHEREFORE, in light of the foregoing, the Petition for
Review on Certiorari is GRANTED. The Amended Decision
of the Court of Appeals dated October 25, 2005 is hereby
REVERSED and SET ASIDE, and the Decision of the Regional
Trial Court, dated August 23, 1995, is hereby AFFIRMED
and REINSTATED.

SO ORDERED.
Velasco, Jr. (Chairperson), Abad, and Mendoza, JJ., concur.
Leonen, J., see separate opinion.

SEPARATE OPINION
LEONEN, J.:

I maintain my position that the value for purposes of just
compensation should be thefair market value at the time of the
taking but the amount to be paid must be the present value of
the amount that should have been paid. The amount to be paid
must therefore take into consideration inflation, among other
pertinent factors. This is what is meant by the various cases

16 Rollo, pp. 58-59. (Emphasis supplied.)
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cited in the ponencia that the amount to be given is the value
of the property “at the time the payment is made.”?!

The concept of just compensation in agrarian reform is the
same asjust compensation in all types of taking.? The landowner
should be paid the present value of the fair market value of the
land at the time of the actual taking of the property.® Just
compensation is computed at the time of the taking because it
replaces the value of the rights to property removed from the
owner.

Thefair market value of the property isthe outcome of market
perceptions. Such taking will also have an effect on the fair
market val ue of adjoining properties. At that instance, the taking
on the part of the government may have already caused other
properties that are located near the property to depreciate in
value. Hence, the value of the property itself naturally decreases
after the property has been definitively taken by government.*
To index the just compensation to be paid to the owner on the
fair market value of the property at the time of the payment
will be to needlessly penalize the owner. Thisis not what our
Constitution mandated in Article I, Section 9.

| am also of the view that the Constitution provides that the
determination of just compensation, particularly the determination

1 See Ponencia, 5-8, citing among others, Gabatin v. Land Bank of the
Philippines, 486 Phil. 366 (2004).

2 Apo Fruitsv. Land Bank, G.R. No. 164195, April 5, 2011, 647 SCRA
207.

3 National Power Corporation v. Sps. Florimon V. lleto, et al., G.R.
No. 169957 and Danilo Brillo, et al. vs. National Power Corporation,
G.R. No. 171588, July 11, 2012.

4 See Republic v. Vda. de Castellvi, G.R. No. L-20620, August 15,
1974, 58 SCRA 336, defining taking as “(1) entry by the expropriator into
a private property, (2) entrance into private property must be more than
a momentary period, (3) such entry must be under warrant or color of
legal authority, (4) the property must be devoted to a public use or otherwise
informally appropriated or injuriously affected, and (5) the utilization of
the property for public use must be in such away as to oust the owner and
deprive him of all beneficial enjoyment of the property.”
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of fair market value, is an inherent judicial function.® That
discretion cannot be curtailed by legislation. Hence, theformulas
contained in various agrarian reform laws should be merely
recommendatory to thetrial court determining just compensation.®
Each case must be approached by thetrial judge with sensitivity
to the specific local market in whichitisfound and in accordance
with the general guidance given by our jurisprudence.” This
valuation of the fair market value must be done on a case-to-
case basis. The totality of the circumstances must be fully
appreciated in determining the value of the property. Thisisin
the interest of making certain that the landowners are ensured
of their rights under the Constitution.

With that, | am of the opinion that thereis aneed to provide
a method of determination of just compensation. This is
particularly true for the Special Administrative Court (SAC)
in agrarian reform, which is explicitly mandated in Republic
Act No. 6657, as amended by Republic Act No. 9700. This
definitive method of determination will ensure that courtswill
have a proper jurisprudential guideline that is provided by the
judiciary itself, and not one imposed by the legislative or the
executive branches of government.

| propose that when the courts undertake the determination
of just compensation in eminent domain cases, this determination
should undergo two different stages. This applies when a
significant amount of time haslapsed between the time of taking
and the time of payment.

5 Export Processing Zone Authority v. Dulay, G.R. No. 59603, April
29, 1987, 149 SCRA 305.

6 Land Bank of the Philippines v. Pacita Agricultural Multi-Purpose
Cooperative, Inc., G.R. No. 177607, January 19, 2009, 576 SCRA 291,
Meneses v. Secretary of Agrarian Reform, 535 Phil. 819 (2006); Lubrica
v. Land Bank, 537 Phil. 571 (2006); Land Bank of the Philippinesv. Heirs
of Maximo Puyat and Gloria Puyat, G.R. No. 175055, June 27, 2012;
Land Bank of the Philippines v. Natividad, 497 Phil. 738 (2005); Land
Bank of the Philippines v. Dumlao, G.R. No. 167809, November 27, 2008,
572 SCRA 108.

7 See for instance Spouses Curata, et al. v. Philippine Ports Authority,
G.R. Nos. 154211-12, June 22, 2009, 590 SCRA 214.
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Thefirst stage requires ascertaining the fair market val ue of
the subject property, as earlier mentioned. This requires
determining the value of the property at the time of the taking.
Among other factors, thisincludes the due consideration of the
applicability of formulas found in the law and administrative
guidelines, tax declarations and the like. In agrarian reform
cases, such as the present case before this Court, | propose
that the provisions on social justice in the 1987 Constitution®

8 CONSTITUTION, Art. X111, Sec. 4. — The State shall, by law, undertake
an agrarian reform program founded on the right of farmers and regular
farmworkers who are landless, to own directly or collectively the lands
they till or, in the case of other farmworkers, to receive a just share of the
fruits thereof. To this end, the State shall encourage and undertake the
just distribution of all agricultural lands, subject to such priorities and
reasonabl e retention limits as the Congress may prescribe, taking into account
ecological, developmental, or equity considerations, and subject to the
payment of just compensation. In determining retention limits, the State
shall respect the right of small landowners. The State shall further incentives
for voluntary land-sharing.

CONSTITUTION, Art. XIII, Sec. 5. — The State shall recognize the right
of farmers, farmworkers, and landowners, as well as cooperatives, and
other independent farmers' organizations to participate in the planning,
organization, and management of the program, and shall provide support
to agriculture through appropriate technology and research, and adequate
financial, production, marketing, and other support services.

CONSTITUTION, Art. XIII, Sec. 6. — The State shall apply the principles
of agrarian reform or stewardship, whenever applicable in accordance with
law, in the disposition or utilization of other natural resources, including
lands of the public domain under |ease or concession suitable to agriculture,
subject to prior rights, homestead rights of small settlers, and the rights
of indigenous communities to their ancestral lands. The State may resettle
landless farmers and farmworkers in its own agricultural estates which
shall be distributed to them in the manner provided by law.

CONSTITUTION, Art. XIII, Sec. 7. — The State shall protect the rights of
subsistence fishermen, especially of local communities, to the preferential
use of the communal marine and fishing resources, both inland and offshore.
It shall provide support to such fishermen through appropriate technology
and research, adequate financial, production, and marketing assistance,
and other services. The State shall also protect, develop, and conserve
such resources. The protection shall extend to offshore fishing grounds of
subsistence fishermen against foreign intrusion. Fishworkers shall receive
ajust share fromtheir labor in the utilization of marine and fishing resources.
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on agrarian reform should serve as definitive qualitative standards
to ascertain the determination of the fair market value which
should be paid to the landowner.

The second stage of determining just compensation isfinding
the present value of the fair market value at the time of the
taking. When the law said payment should be based on “fair
market value at the time of taking,” ideally, the property owner
should also be paid at the time of taking. Thiswould give true
meaning to the Constitutional phrase of “just compensation.”
Itisonly just that at the instance the owner is deprived of the
property, government compensates the owner.

We have to face the reality that expropriation proceedings,
asin this case, take asignificant amount of time. An appreciable
gap of time has lapsed between the actual taking and the final
award of just compensation granted by the court. This period
of time can take years in certain cases. This results in the
deprivation of beneficial use on the part of the landowner of
the land or the proceeds from the payment of itsfair market value.

To augment thissituation, courts haveto takeinto consideration
theinterest incomethe owner could have earned if he had received
the money when the property was taken. In economics, thisis
referred to as the future® or present value.'?

Another way of looking at the concept of present value in
the context of expropriation isto pretend that the partiesin the
case have extraordinary foresight. In such ahypothetical situation,
the parties already know the fair market value even before the

CONSTITUTION, Art. XII1, Sec. 8. — The State shall provide incentives to
landownersto invest the proceeds of the agrarian reform program to promote
industrialization, employment creation, and privatization of public sector
enterprises. Financial instruments used as payment for their lands shall
be honored as equity in enterprises of their choice.

9 “Future value is the amount of money in the future that an amount
of money today will yield given prevailing interest rates.” N. GREGORY
MANKIW, ESSENTIALS OF ECONOMICS 414 (2007 edition).

10 present value (of an asset) is defined as “the value for an asset that
yields a stream of income over time.” PAUL A. SAMUELSON AND WILLIAM
D. NORDHAUS, EcoNomics 748 (Eighteenth Edition).
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expropriation proceedings have been terminated. With that amount
in mind, government could already pay the property owner at
the time of taking and in turn, the property owner could deposit
the payment in a bank. By the time expropriation proceedings
have ceased, the property owner could already withdraw this
amount of money. By then, he would have withdrawn the principal
(fair market value of the property at the time of taking) and the
interest it has accumulated over time.

When the courts undertake their duty of determining just
compensation, they must aim for compensation that istruly just,
taking into consideration all relevant factors, such as the
appreciation or depreciation of currency. Economists have devised
asimple way to compute for the value of money in consideration
of future interest earnings.

For purposes of our understanding and application, consider
property owner AA, who owns a piece of land. The government
took his property at Year 0. Let us assume that his property
had a fair market value of P100 at the time of taking. In our
ideal situation, the government should have paid him 100 at
Y ear 0. By then, AA could have put the money in the bank so
it could earn interest. Let us peg the interest rate at 5% per
annum (or in decimal form, 0.05).*

If the expropriation proceedings took just one year (again,
another ideal situation), AA could only be paid after that year.
The value of the P100 has appreciated already. We have to take
into consideration thefact thatin Year 1, AA could have earned
an additional P5 in interest if he had been paid in Year O.

In order to compute the present value of £100, we have to
consider this formula:

11 Interest rates are dependent on risk, inflation and tax treatment. See
PAuUL A. SAMUELSON AND WiLLIAM D. NORDHAUS, ECONOMICS 269
(Eighteenth Edition). Actual interest rate to be applied should be computed
reasonably according to historical epochs in our political economy. For
example, during the war, we have experienced extraordinary inflation.
This extraordinary inflation influences adversely interest rates of financial
investments. The period of martial law is another example of a historical
epoch that influences interest rates.
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Present Value in Year 1 = Value at the time of Taking +
(Interest Earned of the Value at
the Time of Taking)

In formula? terms it will look like this:
PV, =V + (V*r)
PV, = V*(1+r)
PV, = present value in Year 1
V = value at the time of taking
r = interest rate
So in the event that AA gets paid in Year 1, then:
PV, =V * (1+r)
PV, = P100 (1 + 0.05)
PV, = P105
So if AA wereto be paidin Year 1 instead of in Year O, it
isonly just that he be paid P105 to take into account the interest
earnings he has foregone due to the expropriation proceedings.
If heweretobepaidinYear 2, we should take into consideration
not only the interest earned of the principal, but the fact that
the interest earned in Year 1 will also be subject to interest

earningsin Year 2. Thisconcept isreferred to as compounding
interest rates. So our formula becomes:

Present Value in Year 2 = [Present Valuein Year 1] +
[Interest Earned of Present
Value in Year 1]

Recall that in formula terms, Present Value in Year 1 was
expressed as:

PV, = [V*(1+1)]
Hence, in Year 2, the formula will be:
PV, = PV *(1+r) or
PV, = [V*(1+r)]* (1+r)

Seeing that the term (1+r) is repeated, it can be further
simplified as:

12 N. GREGORY MANKIW, ESSENTIALS OF ECONOMICS 414-415 (2007
edition).
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PV, = V*(L+r)?
PV, = P100 *(1+0.05)2
PV, = P100 *1.1025
PV, = P110.25

Thisisthe same asif we multiply the present valuein Y ear
1 of P105 by P1.05 (our multiplier with the interest rate).

If proceedings go on until Year 3, then the formulawould be:
PV, = PV,*(1+r)
PV, = {[V*(1+n)]* (1+r)}*(1+r)

Again, (1+r) isrepeated three times, the same number asthe
number of years, hence, simplifying the formula would yield:
PV, = V*(1+r)?

Due to compounding interest, the formulafor present value
at any given year becomes:
PV, = V *(1+r)
PV standsfor the present value of the property. In order to calculate
the present value of the property, the corresponding formulais
used: V standsfor value of the property at the time of thetaking,

taking in al the considerations that the court may use in order to
arrive at the fair market value in accordance with law.

Thisismultiplied to (1 + r) wherer equalsthe implied rate
of return (average year to year interest rate) and raised to the
exponent t. The exponent t refersto the time period or the number
of yearsfor which the value of the money would have changed.

So if AA wereto be paid ten years from the time of taking,
the present value of the amount he should have been paid at the
time of taking would be:

PV, = V *(L+r)!
PV,, = P100 *(1+0.05)®
PV, = P100 *(1.63)
PV, = P163
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This proposal isadmittedly unfamiliar to most of the members
of thebench and bar. But the Court has undertaken similar endeavors
in the past, such as the calculation of loss of earning capacity
for purposes of computing actual damages. The usage of the
concept of present value, and the proposed formula, incorporates
the discipline of economics into the judicial determination of
the SAC. Thiswill not only simplify thejudicial determination,
but also ensure that the landowner is compensated justly after
the fair market value of the property has been determined, no
matter how long the expropriation proceedings take in court.

Valuation is an inexact science; each property subject to the
court’ sdetermination of just compensation is subject to varying
circumstances, and what is present for one property may not
be present for another. That said, this new proposed method
will allow the courts to exercise a judicial standard that the
courts, particularly the SAC can utilizeto arrive at atruly fair
amount of just compensation.

| vote therefore to remand the case back to the Regional Trial
Court for promulgation of the partial judgment and for the Court,
to determine the full amount of just compensation in accordance
with this opinion.

SECOND DIVISION
[G.R. No. 177050. July 1, 2013]

CARLOSLIM,CONSOLACIONLIM,EDMUNDOLIM/
CARLITOLIM, SHIRLEY LEODADIA DIZON,” and
ARLEEN LIM FERNANDEZ, petitioners, vs.
DEVELOPMENT BANK OF THE PHILIPPINES,
respondent.

" Also referrred to as Eduardo Lim in some parts of the records.

" Also referrred to as Shirley Leocadio Dizon in some parts of the
records.
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SYLLABUS

1. CIVIL LAW; OBLIGATIONS AND CONTRACTS; PURE
AND CONDITIONAL OBLIGATIONS; ARTICLE 1186 OF
THE CIVIL CODE WHICH STATES THAT “THE
CONDITION SHALL BE DEEMED FULFILLED WHEN
THE OBLIGOR VOLUNTARILY PREVENTS ITS
FULFILLMENT” IS NOT APPLICABLE IN CASE AT
BAR.— Petitioners, however, insist that DBP's cancellation
of the Restructuring Agreement justifies the extinguishment
of their loan obligation under the Principle of Constructive
Fulfillment found in Article 1186 of the Civil Code. We do
not agree. As aptly pointed out by the CA, Article 1186 of the
Civil Code, which states that “the condition shall be deemed
fulfilled when the obligor voluntarily preventsits fulfillment,”
does not apply in this case, viz: Article 1186 enunciates the
doctrine of constructive fulfillment of suspensive conditions,
which applies when the following three (3) requisites concur,
viz: (1) The condition is suspensive; (2) The obligor actually
prevents the fulfillment of the condition; and (3) He acts
voluntarily. Suspensive condition is one the happening of
which givesrise to the obligation. It will beirrational for any
Bank to provide a suspensive condition in the Promissory Note
or the Restructuring Agreement that will allow the debtor-
promissor to be freed from the duty to pay the loan without
paying it. Besides, petitioners have no one to blame but
themselvesfor the cancellation of the Restructuring Agreement.
It is significant to point out that when the Regional Credit
Committee reconsidered petitioners’ proposal to restructure
theloan, it imposed additional conditions. Infact, when DBP's
General Santos Branch forwarded the Restructuring Agreement
tothe Legal Services Department of DBP in Makati, petitioners
were required to pay the amount of P1,300,672.75, plusadaily
interest of P632.15 starting November 16, 1993 up to the date
of actual payment of the said amount. This, petitioners failed
to do. DBP therefore had reason to cancel the Restructuring
Agreement. Moreover, since the Restructuring Agreement was
cancelled, it could not have novated or extinguished petitioners’
loan obligation. And in the absence of a perfected Restructuring
Agreement, there was no impediment for DBP to exercise its
right to foreclose the mortgaged properties.

2. 1D.; CONTRACTS;, MORTGAGE; EXTRAJUDICIAL
FORECLOSURE OF REAL ESTATE MORTGAGE (R.A.
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NO. 3135); FAILURE OF RESPONDENT BANK TO SEND
NOTICE OF EXTRAJUDICIAL FORECLOSURE AS
STIPULATED IN PARAGRAPH 11 OF THE MORTGAGE
CONTRACT, IS A BREACH SUFFICIENT TO
INVALIDATE THE FORECLOSURE SALE.— But while
DBP had aright to foreclose the mortgage, we are constrai ned
to nullify the foreclosure sale due to the bank’s failure to send
a notice of foreclosure to petitioners. We have consistently
held that unless the parties stipulate, “personal notice to the
mortgagor in extrajudicial foreclosure proceedings is not
necessary” because Section 3 of Act 3135 only requires the
posting of the notice of sale in three public places and the
publication of that notice in anewspaper of general circulation.
In this case, the parties stipulated in paragraph 11 of the
Mortgage that: 11. All correspondence relative to this mortgage,
including demand letters, summons, subpoenas, or notification
of any judicial or extra-judicial action shall be sent to the
Mortgagor at xxx or at the address that may hereafter be given
in writing by the Mortgagor or the Mortgagee; However, no
notice of the extrajudicial foreclosure was sent by DBP to
petitioners about the foreclosure sale scheduled on July 11,
1994. The letters dated January 28, 1994 and March 11, 1994
advising petitionersto immediately pay their obligation to avoid
the impending foreclosure of their mortgaged properties are
not the notices required in paragraph 11 of the Mortgage. The
failure of DBP to comply with their contractual agreement
with petitioners, i.e., to send notice, is a breach sufficient to
invalidate the foreclosure sale.

3. 1D.; ID.; LOAN; PENALTIES AND INTEREST RATES

SHOULD BE EXPRESSLY STIPULATED INWRITING.—
As to the imposition of additional interest and penalties not
stipulated in the Promissory Notes, this should not be allowed.
Article 1956 of the Civil Code specifically statesthat “no interest
shall be due unlessit has been expressly stipulated in writing.”
Thus, the payment of interest and penaltiesin loansis allowed
only if the parties agreed to it and reduced their agreement in
writing. In this case, petitioners never agreed to pay additional
interest and penalties. Hence, we agree with the RTC that
these are illegal, and thus, void. x x x. Consequently, this
case should be remanded to the RTC for the proper determination
of petitioners’ total loan obligation based on the interest and
penalties stipulated in the Promissory Notes.
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4. 1D.; DAMAGES; THERE MUST BE A SHOWING THAT
THE CONTRACTUAL BREACHESWERE DONE IN BAD
FAITH ORINWANTON, RECKLESS, OR OPPRESSIVE
MANNER IN ORDER TO BE RECOVERABLE.— Asto
petitioners' claim for damages, we find the same devoid of
merit. DBP did not act in bad faith or in a wanton, reckless,
or oppressive manner in cancelling the Restructuring Agreement.
As we have said, DBP had reason to cancel the Restructuring
Agreement because petitionersfailed to pay the amount required
by it when it reconsidered petitioners’ request to restructure
the loan. Likewise, DBP's failure to send a notice of the
foreclosure sale to petitioners and its imposition of additional
interest and penalties do not constitute bad faith. There is no
showing that these contractual breaches were done in bad
faith or in a wanton, reckless, or oppressive manner.

APPEARANCES OF COUNSEL

Law Firm of Anacleto M. Diaz & Associates for petitioners.
Jose R. Barroso for respondent.

DECISION
DEL CASTILLO, J.:

“While the law recognizes the right of abank to foreclose a
mortgage upon the mortgagor’ sfailure to pay hisobligation, it
isimperative that such right be exercised according to its clear
mandate. Each and every requirement of thelaw must be complied
with, lest, the valid exercise of the right would end.”?

This Petition for Review on Certiorari? under Rule 45 of
the Rules of Court assails the February 22, 2007 Decision?® of
the Court of Appeals (CA) in CA-G.R. CV No. 59275.

1 Metropolitan Bank v. Wong, 412 Phil. 207, 220 (2001).
2 Rollo, pp. 58-156.

3 CA rollo, pp. 238-284; penned by Associate Justice Teresita Dy-Liacco
Flores and concurred in by Associate Justices Rodrigo F. Lim, Jr. and
Jane Aurora C. Lantion.
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Factual Antecedents

On November 24, 1969, petitioners Carlos, Consolacion, and
Carlito, all surnamed Lim, obtained aloan of £40,000.00 (Lim
Account) from respondent Devel opment Bank of the Philippines
(DBP) to finance their cattle raising business.* On the same
day, they executed a Promissory Note® undertaking to pay the
annual amortization with an interest rate of 9% per annumand
penalty charge of 11% per annum.

On December 30, 1970, petitioners Carlos, Consolacion,
Carlito, and Edmundo, all surnamed Lim; Shirley LeodadiaDizon,
Arleen Lim Fernandez, Juan S. Chua,® and Trinidad D. Chua’
obtained another loan from DBP? in the amount of £960,000.00
(Diamond L Ranch Account).® They also executed a Promissory
Note,® promising to pay the loan annually from August 22,
1973 until August 22, 1982 with an interest rate of 12% per
annum and a penalty charge of 1/3% per month on the overdue
amortization.

To secure the loans, petitioners executed a Mortgage'! in
favor of DBP over real properties covered by the following
titles registered in the Registry of Deeds for the Province of
South Cotabato:

4 The loan was granted by DBP of Davao Branch. However, on January
14, 1972, the loan account was transferred to DBP General Santos Branch.
(Exhibit “38”, Folder of Exhibits for DBP)

5 Records, p. 35.
6 Deceased.

7 As per this Court’s Resolution dated January 16, 2008, the name of
Trinidad D. Chua was dropped as petitioner in the absence of a Special
Power of Attorney authorizing petitioner Edmundo T. Lim to sign the
verification of the petition in behalf of Trinidad D. Chua (Rollo, p. 550).

8 The loan was granted by DBP Davao Branch. However, on January
14, 1972, the loan account was transferred to DBP General Santos Branch.
(Exhibit “38”, Folder of Exhibits for DBP)

% Rollo, p. 213.
10 Records, p. 26.
% 1d. at 27-34.
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(@) TCT No. T-6005 x x x in the name of Edmundo Lim;
(b) TCT No. T-6182 x x xin the name of Carlos Lim;

(c) TCT No. T-7013 x x x in the name of Carlos Lim;

(d) TCT No. T-7012 x x x in the name of Carlos Lim;

(e) TCT No. T-7014 x x x in the name of Edmundo Lim;
(f) TCT No. T-7016 x x x in the name of Carlito Lim;

(g9) TCT No. T-28922 x x x in the name of Consolacion Lim;

(h) TCT No. T-29480 x x x in the name of Shirley Leodadia
Dizon;

(i) TCT No. T-24654 x x x in the name of Trinidad D. Chug;
and

(i) TCT No. T-25018 x x x in the name of Trinidad D. Chua's
deceased husband Juan Chua.*?

Dueto violent confrontations between government troops and
Muslim rebelsin Mindanao from 1972 to 1977, petitionerswere
forced to abandon their cattle ranch.** Asaresult, their business
collapsed and they failed to pay the loan amortizations.**

In 1978, petitioners made a partial payment in the amount
of $£902,800.00,* leaving an outstanding loan balance of
$610,498.30, inclusive of charges and unpaid interest, as of
September 30, 1978.%¢

In 1989, petitioners, represented by Edmundo Lim (Edmundo),
requested from DBP Statements of Account for the*Lim Account”
and the “Diamond L Ranch Account.”!” Quoted below are the
computations in the Statements of Account, as of January 31,

2 1d. at 3.

13 1d. at 279.

¥ d.

15 CA rollo, p. 241.
16 Records, p. 279.
7 1d.
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1989 which were stamped with the words “ Errors & Omissions
Excepted/Subject to Audit:”

Diamond L Ranch Account:
Matured [Obligation]:

Principal P 939,973.33
Regular Interest 561,037.14
Advances 34,589.45
Additional Interest 2,590,786.26
Penalty Charges 1,068,147.19
Total claims as of January 31, 1989 P 5,194,533.37'8

Lim Account:
Matured Obligation:

Principal P 40,000.00
Regular Interest 5,046.97
Additional Interest 92,113.56
Penalty Charges 39,915.46

Total [claims as of January 31, 1989] P 177,075.99%°

Claiming to have already paid £902,800.00, Edmundo
requested for an amended statement of account.?°

On May 4, 1990, Edmundo made a follow-up on the request
for recomputation of the two accounts.?* On May 17, 1990,
DBP's General Santos Branch informed Edmundo that the
Diamond L Ranch Account amounted to P2,542,285.60 as of
May 31, 1990?2 and that the mortgaged properties located at
San Isidro, Lagao, General Santos City, had been subjected to
Operation Land Transfer under the Comprehensive Agrarian
Reform Program (CARP) of the government.?® Edmundo was
also advised to discuss with the Department of Agrarian Reform

18 Exhibit “D”, Folder of Exhibits for petitioners.
19 Exhibit “L”, id.
20 Records, p. 280.
2 Exhibit “F”, Folder of Exhibits for petitioners.
2 Exhibit “G”, id.
2 Records, p. 282.
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(DAR) and the Main Office of DBP? the matter of the
expropriated properties.

Edmundo asked DBP how the mortgaged propertieswere ceded
by DAR to other persons without their knowledge.®> No reply
was made.?

On April 30, 1991, Edmundo again signified petitioners’
intention to settle the Diamond L Ranch Account.?” Again, no
reply was made.?®

On February 21, 1992, Edmundo received a Notice of
Foreclosure scheduled thefollowing day.® To stop theforeclosure,
he was advised by the bank’s Chief Legal Counsel to pay an
interest covering a 60-days period or the amount of £60,000.00
to postpone the foreclosure for 60 days.*® He was also advised
to submit a written proposal for the settlement of the loan
accounts.®

In aletter® dated March 20, 1992, Edmundo proposed the
settlement of the accounts through dacion en pago, with the
balance to be paid in equal quarterly paymentsover five years.

In a reply-letter®® dated May 29, 1992, DBP rejected the
proposal and informed Edmundo that unless the accounts are
fully settled as soon as possible, the bank will pursueforeclosure
proceedings.

2 d.

2 Exhibit “H”, Folder of Exhibits for petitioners.
% Records, p. 282.

27 Exhibit “1”, Folder of Exhibits for petitioners.
% Records, p. 282.

2 d.

%0 |d. at 282-283.

3L 1d. at 283.

32 Exhibit “J", Folder of Exhibits for petitioners.
33 Exhibit “K”, id.
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DBP then sent Edmundo the Statements of Account* as of
June 15, 1992 which were stamped with the words “Errors &
Omissions Excepted/Subject to Audit” indicating the following
amounts: (1) Diamond L Ranch: £7,210,990.27 and (2) Lim
Account: P187,494.40.

On June 11, 1992, Edmundo proposed to pay the principal
and the regular interest of the loans in 36 equal monthly
installments.*

On July 3, 1992, DBP advised Edmundo to coordinate with
Branch Head Bonifacio Tamayo, Jr. (Tamayo).*® Tamayo
promised to review the accounts.*”

On September 21, 1992, Edmundo received another Notice
from the Sheriff that the mortgaged propertieswould be auctioned
on November 22, 1992.% Edmundo again paid £30,000.00 as
additional interest to postpone the auction.* But despite payment
of £30,000.00, the mortgaged properties were still auctioned
with DBP emerging as the highest bidder in the amount of
£1,086,867.26.4° The auction sale, however, waslater withdrawn
by DBP for lack of jurisdiction.*

Thereafter, Tamayo informed Edmundo of the bank’s new
guidelinesfor the settlement of outstanding |oan accounts under
Board Resolution No. 0290-92.#2 Based on these guidelines,
petitioners’ outstanding loan obligation was computed at

34 Exhibits “N” and “0O”, id.
35 Exhibit “M”, id.

36 Exhibit “P”, id.

%7 Records, p. 285.

% CA rollo, p. 257.

3 d.

40 Records, p. 285.

4 CA rollo, pp. 251-252.

42 Records, p. 286.
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£3,500,000.00 plus.®®* Tamayo then proposed that petitioners
pay 10% downpayment and the remaining balance in 36 monthly
installments.** He also informed Edmundo that the bank would
immediately prepare the Restructuring Agreement upon receipt
of the downpayment and that the conditions for the settlement
have been “pre-cleared” with the bank’s Regional Credit
Committee.* Thus, Edmundo wrote a letter*® on October 30,
1992 manifesting petitioners’ assent to the proposal.

On November 20, 1992, Tamayo informed Edmundo that the
proposal was accepted with some minor adjustments and that
an initial payment should be made by November 27, 1992.4

On December 15, 1992, Edmundo paid the downpayment of
P362,271.75% and was asked to wait for the draft Restructuring
Agreement.*

However, on March 16, 1993, Edmundo received a letter>
from Tamayo informing him that the Regional Credit Committee
rejected the proposed Restructuring Agreement; that it required
downpayment of 50% of the total obligation; that the remaining
balance should be paid within one year; that the interest rate
should be non prime or 18.5%, whichever is higher; and that
the proposal is effective only for 90 days from March 5, 1993
to June 2, 1993.%*

2 4.

4 d.

4 Exhibit “R”, Folder of Exhibits for petitioners.
47 Exhibit “S”, id.

48 Exhibit “V”, id.

4 Records, p. 288.

50 Exhibit “W”, Folder of Exhibits for petitioners.
1 d.
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Edmundo, in a letters® dated May 28, 1993, asked for the
restoration of their previous agreement.> On June5, 1993, the
bank replied,> viz

This has reference to your letter dated May 28, 1993, which has
connection to your desire to restructure the Diamond L Ranch/Carlos
Lim Accounts.

We wish to clarify that what have been agreed between you and
the Branch are not final until [the] same has been approved by higher
authorities of the Bank. We did [tell] you during our discussion
that we will be recommending the restructuring of your accounts
with the terms and conditions as agreed. Unfortunately, our Regional
Credit Committee did not agree to the terms and conditions as
recommended, hence, the subject of our letter to you on March 15,
1993.

Please be informed further, that the Branch cannot do otherwise
but to comply with the conditions imposed by the Regional Credit
Committee. More so, the time frame given had already lapsed on
June 2, 1993.

Unless we will receive a favorable action on your part soonest,
the Branch will be constrained to do appropriate action to protect
the interest of the Bank.”%®

On July 28, 1993, Edmundo wrote a letter® of appeal to the
Regional Credit Committee.

Inaletter® dated August 16, 1993, Tamayo informed Edmundo
that the previous Restructuring Agreement was reconsidered
and approved by the Regional Credit Committee subject to the
following additional conditions, to wit:

52 Exhibit “X”, id.

%3 1d.

5 Exhibit “Y”, id.

%5 1d. at 229-230.

56 Exhibit “Z”, Folder of Exhibits for petitioners.
57 Exhibit “AA”, id.
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1) Submission of Board Resolution and Secretary’ s Certificate
designating you as authorized representative in behalf of Diamond
L Ranch;

2)  Payment of March 15 and June 15, 1993 amortizationswithin
30 days from date hereof; and

3)  Submission of SEC registration.

In this connection, please call immediately x x x our Legal Division
to guide you for the early documentation of your approved
restructuring.

Likewise, please be reminded that upon failure on your part to sign
and perfect the documents and comply [with] other conditions within
(30) days from date of receipt, your approved recommendation shall
be deemed CANCELLED and your deposit of P362,271.75 shall be
applied to your account.

No compliance was made by Edmundo.%®

On September 21, 1993, Edmundo received Notice that the
mortgaged properties were scheduled to be auctioned on that
day.*®® To stop the auction sale, Edmundo asked for an extension
until November 15, 1993% which was approved subject to
additional conditions:

Y our request for extension is hereby granted with the conditions
that:

1) Thiswill bethe last and final extension to be granted your
accounts; and

2) That all amortizations due from March 1993 to November
1993 shall be paid including the additional interest computed at
straight 18.5% from date of your receipt of notice of approval, viz:

X X X X X X X X X

Failure on your part to comply with these conditions, the Bank
will undertake appropriate legal measures to protect its interest.

%8 CA rollo, p. 259.
% 1d.
80 4.
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Please give this matter your preferential attention.5!

On November 8, 1993, Edmundo sent Tamayo a telegram,
which reads:

Acknowledge receipt of your Sept. 27 letter. | would liketo finalize
documentation of restructuring Diamond L Ranch and Carlos Lim
Accounts. However, we would need clarification on amortizations
due on NTFI means [sic]. | will call x x x your Legal Department
at DBP Head Office by Nov. 11. Pls. advise who[m] | should contact.
Thank you.5?

Receiving no response, Edmundo scheduled a meeting with
Tamayoin Manila® During their meeting, Tamayo told Edmundo
that he would send the draft of the Restructuring Agreement by
courier on November 15, 1993 to the Main Office of DBP in
Makati, and that Diamond L Ranch need not submit the Board
Resolution, the Secretary’ s Certificate, and the SEC Registration
since it is a single proprietorship.

On November 24, 1993 and December 3, 1993, Edmundo
sent telegramsto Tamayo asking for the draft of the Restructuring
Agreement.®

On November 29, 1993, the documents were forwarded to
the Legal Services Department of DBP in Makati for the parties
signatures. At the same time, Edmundo was required to pay
the amount of £1,300,672.75, plus a daily interest of P632.15
starting November 16, 1993 up to the date of actual payment
of the said amount.%®

On December 19, 1993, Edmundo received the draft of the
Restructuring Agreement.®’

61 Exhibit “BB”, Folder of Exhibits for petitioners.
62 Exhibit “CCC”, id.

8 Records, pp. 291-292.

5 1d. at 292.

8 1d.

56 CA rollo, pp. 242-243.

7 Records, p. 293.
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In aletter® dated January 6, 1994, Tamayo informed Edmundo
that the bank cancelled the Restructuring Agreement dueto his
failureto comply with the conditions within areasonabletime.

On January 10, 1994, DBP sent Edmundo a Final Demand
Letter asking that he pay the outstanding amount of
P6,404,412.92, as of November 16, 1993, exclusive of interest
and penalty charges.®®

Edmundo, in a letter™ dated January 18, 1994, explained
that hislawyer was not able to review the agreement due to the
Christmas holidays. He also said that hislawyer was requesting
clarification on the following points:

1. Canthe existing obligations of the Mortgagors, if any, be
specified in the Restructuring Agreement already?

2. s there a statement showing all the accrued interest and
advances that shall first be paid before the restructuring
shall be implemented?

3. Should Mr. Jun Sarenas Chua and his wife Mrs. Trinidad
Chua be required to sign as Mortgagors considering that
Mr. Chua is deceased and the pasture lease which he used
to hold has already expired?™

Edmundo also indicated that he was prepared to pay the first
quarterly amortization on March 15, 1994 based on the total
obligations of £3,260,445.71, as of December 15, 1992, plus
interest.”

On January 28, 1994, Edmundo received from the bank a
telegram™ which reads:

8 Exhibit “HH", Folder of Exhibits for petitioners.
5 CA rollo, p. 265.

70 Exhibit “I1”, Folder of Exhibits for petitioners.
1d.

2d.

3 Exhibit “11-17, id.
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We refer to your cattle ranch loan carried at our DBP General Santos
City Branch.

Please coordinate immediately with our Branch Head not later than
29 January 1994, to forestall the impending foreclosure action on
your account.

Please give the matter your utmost attention.
The bank also answered Edmundo’s queries, viz:

Inview of the extended leave of absence of AVP Bonifacio A. Tamayo,
Jr. due to the untimely demise of his father, we regret [that] he
cannot personally respond to your letter of January 18, 1994. However,
he gave us the instruction to answer your letter on direct to the
point basis as follows:

- Yesto Items No. 1 and 2,
- No longer needed on Item No. 3

AV P Tamayo would like us also to convey to you to hurry up with
your move to settle the obligation, while the foreclosure action is
still pending with the legal division. He is afraid you might miss
your last chance to settle the account of your parents.”

Edmundo then asked about the status of the Restructuring
Agreement as well as the computation of the accrued interest
and advances™ but the bank could not provide any definite
answer.’®

On June 8, 1994, the Office of the Clerk of Court and Ex-
Officio Provincial Sheriff of the RTC of General Santos City
issued aNotice” resetting the public auction sale of the mortgaged
properties on July 11, 1994. Said Notice was published for
three consecutive weeks in a newspaper of general circulation
in General Santos City.”

7 Exhibit “J7", id.
> Records, p. 294.
8 CA rollo, p. 264.
7T Exhibit “49”, Folder of Exhibits for DBP.
8 Exhibit “50", id.
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On July 11, 1994, the Ex-Officio Sheriff conducted a public
auction sal e of the mortgaged properties for the satisfaction of
petitioners’ total obligations in the amount of £5,902,476.34.
DBP was the highest bidder in the amount of £3,310,176.55.7

On July 13, 1994, the Ex-Officio Sheriff issued the Sheriff’s
Certificate of Extra-Judicial Salein favor of DBP covering 11
parcels of land.®

In aletter®! dated September 16, 1994, DBP informed Edmundo
that their right of redemption over the foreclosed properties
would expire on July 28, 1995, to wit:

Thisistoinform you that your right of redemption over your former
property/ies acquired by the Bank on July 13, 1994, thru Extra-
Judicial Foreclosure under Act 3135 will lapse on July 28, 1995.

In view thereof, to entitle you of the maximum condonable amount
(Penal Clause, Al on Interest, PC/Default Charges) allowed by the
Bank, we are urging you to exercise your right within six (6) months
from the date of auction sale on or before January 12, 1995.

Further, failure on your part to exercise your redemption right by
July 28, 1995 will constrain us to offer your former property/iesin
a public bidding.

Please give this matter your preferential attention. Thank you.®?

On July 28, 1995, petitionersfiled beforethe RTC of General
Santos City, a Complaint® against DBP for Annulment of
Foreclosure and Damages with Prayer for Issuance of a Writ
of Preliminary Injunction and/or Temporary Restraining Order.
Petitioners alleged that DBP's acts and omissions prevented
them from fulfilling their obligation; thus, they prayed that they
be discharged from their obligation and that the foreclosure of

9 Exhibit “52, id.

80 CA rollo, p. 268.

81 Exhibit “KK”, Folder of Exhibits for petitioners.
82 4.

Records, pp. 1-25.
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the mortgaged properties be declared void. They likewise prayed
for actual damages for loss of business opportunities, moral
and exemplary damages, attorney’s fees, and expenses of
litigation.8

On samedate, the RTC issued a Temporary Restraining Order®
directing DBP to cease and desist from consolidating the titles

over petitioners' foreclosed properties and from disposing the
same.

In an Order® dated August 18, 1995, the RTC granted the
Writ of Preliminary Injunction and directed petitioners to post
a bond in the amount of £3,000,000.00.

DBPfiled its Answer,® arguing that petitioners have no cause
of action;® that petitionersfailed to pay their loan obligation;®
that as mandated by Presidential Decree No. 385, initial
foreclosure proceedings were undertaken in 1977 but were aborted
because petitioners were able to obtain a restraining order;*
that on December 18, 1990, DBP revived its application for
foreclosure but it was again held in abeyance upon petitioners’
request; that DBP gave petitioners written and verbal demands
as well as sufficient time to settle their obligations;®? and that
under Act 3135,% DBP hastheright to foreclose the properties.®

8 1d. at 23-24.
8 1d. at 62-63.
8 1d. at 129-131.
87 1d. at 146-160.
8 1d. at 150.

8 1d. at 151.

0 4.

4.

92 1d. at 153.

% AN ACT TO REGULATE THE SALE OF PROPERTY UNDER
SPECIAL POWERS INSERTED IN OR ANNEXED TO REAL ESTATE
MORTGAGES, as amended. Approved March 6, 1924.

9 Records, p. 152.
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Ruling of the Regional Trial Court

On December 10, 1996, the RTC rendered a Decision,® the
dispositive portion of which reads:

WHEREFORE, in light of the foregoing, judgment is hereby
rendered:

(1) Declaring that the [petitioners] have fully extinguished and
discharged their obligation to the [respondent] Bank;

(2) Declaring the foreclosure of [petitioners’] mortgaged
properties, the sale of the properties under the foreclosure proceedings
and the resultant certificate of saleissued by the foreclosing Sheriff
by reason of the foreclosure NULL and VOID;

(3) Ordering the return of the [properties] to [petitioners] free
from mortgage liens;

(4) Ordering [respondent] bank to pay [petitioners], actual and
compensatory damages of £170,325.80;

(5) Temperate damages of £50,000.00;

() Mora damages of £500,000.00;

(d) Exemplary damages of £500,000.00;

(e) Attorney’sfeesin the amount of £100,000.00; and

(f)  Expensesof litigation in the amount of £20,000.00.
[Respondent] Bank’s counterclaims are hereby DISMISSED.
[Respondent] Bank is likewise ordered to pay the costs of suit.
SO ORDERED.%

Ruling of the Court of Appeals

On appeal, the CA reversed and set aside the RTC Decision.
Thus:

% |d. at 368-420; penned by Judge Teodoro A. Dizon, Jr.
% |d. at 419-420.
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WHEREFORE, in view of the foregoing, the instant appeal is
hereby GRANTED. The assailed Decision dated 10 December 1996
ishereby REVERSED and SET ASIDE. A new judgment is hereby
rendered. It shall now read as follows:

WHEREFORE, premises considered, judgment is hereby
rendered:

1.  Ordering the dismissal of the Complaint in Civil Case
No. 5608;

2. Declaring the extrajudicial foreclosure of [petitioners’]
mortgaged properties as valid;

3. Ordering [petitioners] to pay the [respondent] the amount
of Two Million Five Hundred Ninety Two Thousand
Two Hundred Ninety Nine [Pesos] and Seventy-Nine
Centavos (P2,592,299.79) plus interest and penalties as
stipulated in the Promissory Note computed from 11 July
1994 until full payment; and

4.  Ordering [petitioners] to pay the costs.
SO ORDERED.
SO ORDERED.¥

| ssues

Hence, theinstant recourse by petitionersraising thefollowing
issues:

1. Whether x x x respondent’s own wanton, reckless and
oppressive acts and omissionsin discharging itsreciprocal obligations
to petitioners effectively prevented the petitioners from paying their
loan obligations in a proper and suitable manner;

2. Whether x x x as a result of respondent’s said acts and
omissions, petitioners’ obligations should be deemed fully complied
with and extinguished in accordance with the principle of constructive
fulfillment;

3.  Whether x x x thereturn by the trial Court of the mortgaged
properties to petitioners free from mortgage liens constitutes unjust
enrichment;

97 CA rollo, p. 283. Emphases in the original.
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4.  Whether x x x the low bid price made by the respondent for
petitioners’ mortgaged properties during the foreclosure sale is so
gross, shocking to the conscience and inherently iniquitous as to
constitute sufficient ground for setting aside the foreclosure sale;

5. Whether x x x the restructuring agreement reached and
perfected between the petitioners and the respondent novated and
extinguished petitioners’ loan obligations to respondent under the
Promissory Notes sued upon; and

6. Whether x x x the respondent should be held liable to pay
petitioners actual and compensatory damages, temperate damages,
moral damages, exemplary damages, attorney’s fees and expenses
of litigation.®®

Petitioners’ Arguments

Petitioners seek the reinstatement of the RTC Decision which
declared their obligation fully extinguished and the foreclosure
proceedings of their mortgaged properties void.

Relying on the Principle of Constructive Fulfillment, petitioners
insist that their obligation should be deemed fulfilled since DBP
prevented them from performing their obligation by charging
excessiveinterest and penalties not stipulated in the Promissory
Notes, by failing to promptly provide them with the correct
Statements of Account, and by cancelling the Restructuring
Agreement even if they already paid P362,271.75 as
downpayment.®® They likewise deny any fault or delay on their
part in finalizing the Restructuring Agreement.®

In addition, petitionersinsist that the foreclosure saleisvoid
for lack of personal notice'®* and theinadequacy of the bid price.1%2
They contend that at the time of the foreclosure, petitioners’

% Rollo, pp. 578-579.
% |d. at 584-602.
100 |d. at 603-627.
101 1d, at 639-643.
102 |d. at 636-638.
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obligation was not yet due and demandable,’® and that the
restructuring agreement novated and extinguished petitioners’
loan obligation.%*

Finally, petitioners claim that DBP acted in bad faith or in
awanton, reckless, or oppressive manner; hence, they are entitled
to actual, temperate, moral and exemplary damages, attorney’s
fees, and expenses of litigation.*®

Respondent’s Arguments

DBP, on the other hand, denies acting in bad faith or in a
wanton, reckless, or oppressive manner'® and in charging
excessive interest and penalties.’” According to it, the amounts
in the Statements of Account vary because the computations
were based on different cut-off dates and different incentive
schemes. 1%

DBP further arguesthat the foreclosure saleisvalid because
grossinadequacy of the bid price asaground for the annulment
of the sale applies only to judicial foreclosure.r® It likewise
maintains that the Promissory Notes and the Mortgage were
not novated by the proposed Restructuring Agreement.!°

Asto petitioners' claim for damages, DBP contendsit iswithout
basis becauseit did not act in bad faith or in awanton, reckless,
or oppressive manner.!

108 1d. at 643-658.
104 1d. at 658-665.
105 1d. at 665-677.
106 |d. at 712-719.
07 |d. at 714-715.
108 1d, at 715.

109 |d. at 719-722.
10 |d. at 722-728.
11 d. at 728-731.
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Our Ruling
The Petition is partly meritorious.

The obligation was not extinguished
or discharged.

The Promissory Notes subject of the instant case became
due and demandable asearly as1972 and 1976. The only reason
the mortgaged propertieswere not foreclosed in 1977 was because
of the restraining order from the court. In 1978, petitioners
made apartial payment of £902,800.00. No subsequent payments
weremade. It wasonly in 1989 that petitionerstried to negotiate
the settlement of their loan obligations. And although DBP could
have foreclosed the mortgaged properties, it instead agreed to
restructure the loan. In fact, from 1989 to 1994, DBP gave
several extensionsfor petitionersto settle their loans, but they
never did, thus, prompting DBP to cancel the Restructuring
Aqgreement.

Petitioners, however, insist that DBP's cancellation of the
Restructuring Agreement justifies the extinguishment of their
loan obligation under the Principle of Constructive Fulfillment
found in Article 1186 of the Civil Code.

We do not agree.

As aptly pointed out by the CA, Article 1186 of the Civil
Code, which states that “the condition shall be deemed fulfilled
when the obligor voluntarily preventsitsfulfillment,” does not
apply in this case,'*? viz:

Article 1186 enunciates the doctrine of constructive fulfillment
of suspensive conditions, which applies when the following three
(3) requisites concur, viz: (1) The condition is suspensive; (2) The
obligor actually prevents the fulfillment of the condition; and (3)
He acts voluntarily. Suspensive condition is one the happening of
which givesriseto the obligation. It will beirrational for any Bank
to provide a suspensive condition in the Promissory Note or the

12 CA rollo, p. 275.
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Restructuring Agreement that will allow the debtor-promissor to
be freed from the duty to pay the loan without paying it.*®

Besides, petitioners have no one to blame but themselvesfor
the cancellation of the Restructuring Agreement. Itissignificant
to point out that when the Regional Credit Committee reconsidered
petitioners' proposal to restructure theloan, it imposed additional
conditions. Infact, when DBP s General Santos Branch forwarded
the Restructuring Agreement to the Legal Services Department
of DBPin Makati, petitionerswere required to pay the amount
of P1,300,672.75, plus a daily interest of £632.15 starting
November 16, 1993 up to the date of actual payment of the
said amount.** This, petitioners failed to do. DBP therefore
had reason to cancel the Restructuring Agreement.

Moreover, since the Restructuring Agreement was cancelled,
it could not have novated or extinguished petitioners’ loan
obligation. And in the absence of a perfected Restructuring
Agreement, there was no impediment for DBP to exercise its
right to foreclose the mortgaged properties.t®

The foreclosure sale is not valid.

But while DBP had aright to foreclose the mortgage, we are
constrained to nullify the foreclosure sale due to the bank’s
failure to send a notice of foreclosure to petitioners.

We have consistently held that unlessthe partiesstipulate,
“personal notice to the mortgagor in extrajudicial foreclosure
proceedings is not necessary” ¢ because Section 37 of Act

113 Id

H41d. at 242-243.

115 Asset Privatization Trust v. Court of Appeals, 360 Phil. 768, 796
(1998).

116 Global Holiday Ownership Corporation v. Metropolitan Bank &
Trust Company, G.R. No. 184081, June 19, 2009, 590 SCRA 188, 201.

17 SEC. 3. Notice shall be given by posting notices of the sale for not
less than twenty days in at least three public places of the municipality or
city where the property is situated, and if such property is worth more
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3135 only requires the posting of the notice of sale in three
public places and the publication of that notice in a newspaper
of general circulation.

In this case, the parties stipulated in paragraph 11 of the
Mortgage that:

11. AIll correspondence relative to this mortgage, including
demand | etters, summons, subpoenas, or notification of any judicial
or extra-judicial action shall be sent to the Mortgagor at xxx or at
the address that may hereafter be given in writing by the Mortgagor
or the Mortgagee;*'®

However, no notice of the extrajudicial foreclosure was sent
by DBP to petitioners about the foreclosure sale scheduled on
July 11, 1994. The letters dated January 28, 1994 and March
11, 1994 advising petitionersto immediately pay their obligation
to avoid theimpending foreclosure of their mortgaged properties
are not the notices required in paragraph 11 of the Mortgage.
Thefailure of DBP to comply with their contractual agreement
with petitioners, i.e., to send notice, is a breach sufficient to
invalidate the foreclosure sale.

In Metropolitan Bank and Trust Company v. Wong,'°* we
explained that:

X X X a contract is the law between the parties and, that absent any
showing that its provisions are wholly or in part contrary to law,
morals, good customs, public order, or public policy, it shall be
enforced to the letter by the courts. Section 3, Act No. 3135 reads:

Sec. 3. Notice shall be given by posting notices of the sale
for not less than twenty days in at least three public places of
the municipality or city where the property is situated, and if
such property is worth more than four hundred pesos, such
notice shall also be published once a week for at least three

than four hundred pesos, such notice shall also be published once a week
for at least three consecutive weeks in a newspaper of general circulation
in the municipality or city.

118 Exhibit “B”, Folder of Exhibits for petitioners.
119 gypra note 1.
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consecutive weeks in a newspaper of general circulation in
the municipality and city.

The Act only requires (1) the posting of notices of sale in three
public places, and (2) the publication of the same in a newspaper
of general circulation. Personal notice to the mortgagor is not
necessary. Nevertheless, the parties to the mortgage contract are
not precluded from exacting additional requirements. In this case,
petitioner and respondent in entering into a contract of real estate
mortgage, agreed inter alia:

all correspondencerelative to this mortgage, including demand
letters, summonses, subpoenas, or notifications of any judicial
or extra-judicial action shall be sent to the MORTGAGOR at
40-42 Aldeguer St. Iloilo City, or at the address that may
hereafter be given in writing by the MORTGAGOR to the
MORTGAGEE.

Precisely, the purpose of the foregoing stipulation is to apprise
respondent of any action which petitioner might take on the subject
property, thus according him the opportunity to safeguard hisrights.
When petitioner failed to send the notice of foreclosure sale to
respondent, hecommitted a contractual breach sufficient torender
the foreclosure sale on November 23, 1981 null and void.'?

(Emphasis supplied)

Inview of foregoing, the CA erred in finding the foreclosure
sale valid.

Penalties and interest rates should
be expressly stipulated in writing.

Asto the imposition of additional interest and penalties not
stipulated in the Promissory Notes, this should not be allowed.
Article 1956 of the Civil Code specifically statesthat “ no interest
shall be due unlessit has been expressly stipulated inwriting.”
Thus, the payment of interest and penaltiesin loansis allowed
only if the parties agreed to it and reduced their agreement in
writing.#

120 1d. at 216-217.

21 prisma Construction & Development Corporation v. Menchavez,
G.R. No. 160545, March 9, 2010, 614 SCRA 590, 598.
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Inthis case, petitioners never agreed to pay additional interest
and penalties. Hence, we agree with the RTC that these are
illegal, and thus, void. Quoted below are the findings of the
RTC on the matter, to wit:

Moreover, in its various statements of account, [respondent] Bank
charged [petitioners] for additional interests and penalties which
were not stipulated in the promissory notes.

In the Promissory Note, Exhibit “A”, for the principal amount of
P960,000.00, only the following interest and penalty charges were
stipulated:

(1) interest at the rate of twelve percent (12%) per annum;

(2) penalty charge of one-third percent (1/3%) per month
on overdue amortization;

(3) attorney’s fees equivalent to ten percent (10%) of the
total indebtedness then unpaid; and

(4) advances and interest thereon at one percent (1%) per
month.

[Respondent] bank, however, charged [petitioners] the following
items as shown in its Statement of Account for the period as of 31
January 1989, Exhibit “D”:

(1) regular interest in the amount of P561,037.14;

(2) advances in the amount of P34,589.45;

(3) additional interest in the amount of £2,590,786.26; and
(4) penalty charges in the amount of £1,068,147.19.

The Court finds no basis under the Promissory Note, Exhibit
“A”, for charging the additional interest in the amount of
P2,590,786.26. Moreover, it is incomprehensible how the penalty
charge of 1/3% per month on the overdue amortization could amount
to P1,086,147.19 while the regular interest, which was stipulated
at the higher rate of 12% per annum, amounted to only £561,037.14
or about half of the amount allegedly due as penalties.

In Exhibit “N”, which is the statement of account x x x as of 15
June 1992, [respondent] bank charged plaintiffsthe following items:

(1) regular interest in the amount of P561,037.14;

(2) advances in the amount of £106,893.93;

(3) additional interest on principal in the amount of
P1,233,893.79;
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(4) additional interest on regular interest in the amount of
859,966.83;

(5) additional interest on advances in the amount of
P27,206.45;

(6) penalty charges on principal in the amount of
£1,639,331.15;

(7) penalty charges on regular interest in the amount of
P1,146,622.55;

(8) penalty charges on advancesin the amount of £40,520.53.

Again, the Court finds no basis in the Promissory Note, Exhibit
“A”, for the imposition of additional interest on principal in the
amount of £1,233,893.79, additional interest on regular interest in
the amount of P859,966.83, penalty charges on regular interest in
the amount of P1,146,622.55 and penalty charges on advances in
the amount of P40,520.53.

In the Promissory Note, Exhibit “C”, for the principal amount
of P40,000.00, only the following charges were stipulated:

(1) interest at the rate of nine percent (9%) per annum;

(2) al unpaid amortization[s] shall bear interest at the rate
of eleven percent (11%) per annum; and,

(3) attorney’s fees equivalent to ten percent (10%) of the
total indebtedness then unpaid.

In its statement of account x x x as of 31 January 1989, Exhibit
“E", [respondent] bank charged [ petitioners] with the following items:

(1) regular interest in the amount of £5,046.97
(2) additional interest in the amount of £92,113.56; and
(3) penalty charges in the amount of £39,915.46.

There was nothing in the Promissory Note, Exhibit “C”, which
authorized the imposition of additional interest. Again, this Court
notes that the additional interest in the amount of £92,113.56 is
even larger than the regular interest in the amount of £5,046.97.
Moreover, based on the Promissory Note, Exhibit “C”, if the 11%
interest on unpaid amortization is considered an “additional interest,”
then there is no basis for [respondent] bank to add penalty charges
as there is no other provision providing for this charge. If, on the
other hand, the 11% interest on unpaid amortization is considered
the penalty charge, then thereisno basisto separately charge plaintiffs
additional interest. The same provision cannot be used to charge
plaintiffs both interest and penalties.
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In Exhibit “O”, which is the statement of account x x x as of 15
June 1992, [respondent] charged [petitioners] with the following:

(1)
(2)

(3)

(4)
(5)

(6)

regular interest in the amount of P4,621.25;
additional interest on principal in the amount of
P65,303.33;

additional interest on regular interest in the amount of
P7,544.58;

penalty charges on principal in the amount of P47,493.33;
penalty charges on regular interest in the amount of
P5,486.97;

penalty charges on advancesin the amount of £40,520.53.

[Respondent] bank failed to show the basisfor charging additional
interest on principal, additional interest on regular interest and penalty
charges on principal and penalty charges on regular interest under
items (2), (3), (4) and (5) above.

Moreover, [respondent] bank charged [petitioners] twice under
the same provisionsin the promissory notes. It categorically admitted
that the additional interests and penalty charges separately being
charged [petitioners] referred to the same provision of the Promissory
Notes, Exhibits “A” and “C”. Thus, for the Lim Account in the
amount of P40,000.00, [respondent’s] Mr. Ancheta stated:

Q:

In Exhibit 14, it is stated that for a principal amount of
P40,000.00 you imposed an additional interest in the
amount of £65,303.33 in addition to the regular interest
of P7,544.58, can you tell us looking [at] the mortgage
contract and promissory note what is your basis for
charging that additional interest?

The same as that when | answered Exhibit No. 3, which
shall cover amortization on the principal and interest at
the above-mentioned rate. All unpaid amortization[s]
shall bear interest at the rate of eleven per centum (11%)
per annum.

You also imposed penalty which is on the principal in
the amount of £40,000.00 in the amount of P47,493.33
in addition to regular interest of P5,486.96. Can you
point what portion of Exhibit 3 gives DBP the right to
impose such penalty?

The same paragraph as stated.
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Can you please read the portion referring to penalty?
All unpaid amortization shall bear interest at the rate of
11% per annum.

The additional interest is based on 11% per annum and
the penalty is likewise based on the same rate?
Yes, it is combined (TSN, 28 May 1996, pp. 39-40.)

>0

With respect to the Diamond L. Ranch account in the amount
of £960,000.00, Mr. Ancheta testified as follows:

Q: Going back to Exhibit 14 Statement of Accounts. Out
of the principal of £939,973.33 you imposed an additional
interest of P1,233,893.79 plus P859,966.83 plus
P27,206.45. Can you tell us what is the basis of the
imposition?

A: Asearlier stated, it is only the Promissory Note as well
as the Mortgage Contract.

Please point to us where in the Promissory Note is the
specific portion?

In Exhibit 1: “in case of failure to pay in full any
amortization when due, a penalty charge of 1/3% per
month on the overdue amortization shall be paid.”

What is the rate?
1/3% per month.

>

Q >0

So, the imposition of the additional interest and the
penalty charge is based on the same provision?
A:  Yes (TSN, 28 May 1996, pp. 41-42.)

A perusal of the promissory notes, however, failed to justify
[respondent] bank’s computation of both interest and penalty under
the same provision in each of the promissory notes.

[Respondent] bank also admitted that the additional interests and
penalties being charged [ petitioners] were not based on the stipul ations
in the Promissory Notes but were imposed unilaterally as a matter
of itsinternal banking policies. (TSN, 19 March 1996, pp. 23-24.)
This banking policy, however, has been declared null and void in
Philippine National Bank vs. CA, 196 SCRA 536 (1991). The act
of [respondent] bank in unilaterally changing the stipulated interest
rate is violative of the principle of mutuality of contracts under
1308 of the Civil Code and contravenes 1956 of the Civil Code.
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[Respondent] bank completely ignored [petitioners’] “right to assent
to an important modification in their agreement and (negated) the
element of mutuality in contracts.” (Philippine National Bank vs.
CA, G.R. No. 109563, 9 July 1996; Philippine National Bank vs.
CA, 238 SCRA 20 1994). Asinthe PNB cases, [petitioners] herein
never agreed in writing to pay the additional interest, or the penalties,
asfixed by [respondent] bank; hence [respondent] bank’simposition
of additional interest and penaltiesisnull and void.?2 (Emphasis
supplied)

Consequently, this case should be remanded to the RTC for
the proper determination of petitioners' total loan obligation
based on the interest and penalties stipulated in the Promissory
Notes.

DBP did not act in bad faith or in a
wanton, reckless, or oppressive manner.

Finally, as to petitioners’ claim for damages, we find the
same devoid of merit.

DBP did not act in bad faith or in a wanton, reckless, or
oppressive manner in cancelling the Restructuring Agreement.
Aswe have said, DBP had reason to cancel the Restructuring
Agreement because petitionersfailed to pay the amount required
by it when it reconsidered petitioners’ request to restructure
the loan.

Likewise, DBP's failure to send a notice of the foreclosure
sale to petitioners and itsimposition of additional interest and
penalties do not constitute bad faith. Thereis no showing that
these contractual breacheswere donein bad faith or in awanton,
reckless, or oppressive manner.

In Philippine National Bank v. Spouses Rocamora,'?®* we
said that:

Moral damages are not recoverable simply because a contract
has been breached. They are recoverable only if the defendant acted

122 Records, pp. 385-390.
123 G.R. No. 164549, September 18, 2009, 600 SCRA 395.



54 PHILIPPINE REPORTS

Lim, et al. vs. Dev't. Bank of the Phils.

fraudulently or in bad faith or in wanton disregard of his contractual
obligations. The breach must be wanton, reckless, malicious or in
bad faith, and oppressive or abusive. Likewise, a breach of contract
may give rise to exemplary damages only if the guilty party acted
in awanton, fraudulent, reckless, oppressive or malevolent manner.

Wearenot sufficiently convinced that PNB acted fraudulently,
in bad faith, or in wanton disregard of itscontractual obligations,
simply because it increased the interest rates and delayed the
foreclosure of the mortgages. Bad faith cannot be imputed simply
because the defendant acted with bad judgment or with attendant
negligence. Bad faith is more than these; it pertains to a dishonest
purpose, to some moral obliquity, or to the conscious doing of a
wrong, a breach of a known duty attributable to a motive, interest
or ill will that partakes of the nature of fraud. Proof of actions of
this character is undisputably lacking in this case. Consequently,
we do not find the spouses Rocamora entitled to an award of moral
and exemplary damages. Under these circumstances, neither should
they recover attorney’s fees and litigation expense. These awards
are accordingly deleted.®* (Emphasis supplied)

WHEREFORE, the PetitionisPARTLY GRANTED. The
assailed February 22, 2007 Decision of the Court of Appeals
in CA-G.R. CV No. 59275 ishereby MODI FIED in accordance
with this Decision. The case is hereby REMANDED to the
Regional Trial Court of General Santos City, Branch 22, for
the proper determination of petitioners’ total loan obligations
based on the interest and penalties stipulated in the Promissory
Notes dated November 24, 1969 and December 30, 1970. The
foreclosure sale of the mortgaged properties held on July 11,
1994 is DECLARED void ab initio for failure to comply with
paragraph 11 of the Mortgage, without prejudice to the conduct
of another foreclosure sal e based on the recomputed amount of
the loan obligations, if necessary.

SO ORDERED.

Carpio (Chairperson), Brion, Perez, and Perlas-Bernabe,
JJ., concur.

124 1d. at 411-412.
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THIRD DIVISION
[G.R. No. 179334. July 1, 2013]

SECRETARY OF THE DEPARTMENT OF PUBLIC
WORKS AND HIGHWAYS and DISTRICT
ENGINEER CELESTINO R. CONTRERAS,
petitioners, vs. SPOUSESHERACL EO and RAMONA
TECSON, respondents.

SYLLABUS

1. REMEDIAL LAW; CIVIL PROCEDURE; PRE-TRIAL; PRE-
TRIAL ORDER.— As aptly noted by the CA, the issues of
prescription and laches are not proper issues for resolution as
they were not included in the pre-trial order. x x x To be sure,
the pre-trial order explicitly defines and limits the issues to
betried and controls the subsequent course of the action unless
modified before trial to prevent manifest injustice.

2. CIVIL LAW; CIVIL CODE; LACHESAND PRESCRIPTION;
NOT APPLICABLE IN CASE AT BAR.— Evenif wesquarely
deal with the issues of laches and prescription, the same must
still fail. Laches is principally a doctrine of equity which is
applied to avoid recognizing aright when to do so would result
inaclearly inequitable situation or in an injustice. Thisdoctrine
finds no application in this case, since there is nothing
inequitable in giving due course to respondents’ claim. Both
equity and the law direct that a property owner should be
compensated if his property is taken for public use. Neither
shall prescription bar respondents’ claim following the long-
standing rule “that where private property is taken by the
Government for public use without first acquiring title thereto
either through expropriation or negotiated sale, the owner’s
action to recover the land or the value thereof does not
prescribe.”

3. POLITICAL LAW; EMINENT DOMAIN; JUST
COMPENSATION; THE FAIR VALUE OF THE
PROPERTY SHOULD BE FIXED AT THETIME OF THE
ACTUAL TAKING BY THE GOVERNMENT; REASON
FOR THE RULE.— When a property is taken by the
government for public use, jurisprudence clearly provides for
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the remedies available to alandowner. The owner may recover
his property if itsreturnisfeasibleor, if it isnot, the aggrieved
owner may demand payment of just compensation for the land
taken. For failure of respondents to question the lack of
expropriation proceedings for a long period of time, they are
deemed to have waived and are estopped from assailing the
power of the government to expropriate or the public use for
which the power was exercised. What is left to respondentsis
the right of compensation. The trial and appellate courts found
that respondents are entitled to compensation. The only issue
left for determination is the propriety of the amount awarded
to respondents. Just compensation is “the fair value of the
property as between one who receives, and one who desires to
sell, x x x fixed at the time of the actual taking by the
government.” Thisrule holds true when the property is taken
before the filing of an expropriation suit, and even if it is the
property owner who brings the action for compensation.

4. |D.; ID.; ID.; WHILE DISPARITY IN THE AMOUNTS IS

5.

OBVIOUS AND MAY APPEAR INEQUITABLE TO
RESPONDENTS AS THEY WOULD BE RECEIVING
OUTDATED VALUATION AFTER A VERY LONG
PERIOD, ITISEQUALLY TRUETHAT THEY TOO ARE
EQUALLY REMISS IN GUARDING AGAINST THE
CRUEL EFFECTS OF A BELATED CLAIM.— Both the
RTC and the CA recognized that the fair market value of the
subject property in 1940 was P0.70/sq. m. Hence, it should,
therefore, be used in determining the amount due respondents
instead of the higher value which is1,500.00. While disparity
in the above amounts is obvious and may appear inequitable
to respondents as they would be receiving such outdated
valuation after a very long period, it is equally true that they
too are remiss in guarding against the cruel effects of belated
claim. The concept of just compensation does not imply fairness
to the property owner alone. Compensation must be just not
only to the property owner, but also to the public which ultimately
bears the cost of expropriation.

ID.; ID.; ID.,; FOR THE ILLEGAL TAKING OF

RESPONDENTS PROPERTY FOR MORE THAN FIFTY
YEARSWITHOUT THE BENEFIT OF EXPROPRIATION
PROCEEDINGS, THEY AREENTITLED TO ADEQUATE
COMPENSATION IN THE FORM OF ACTUAL
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COMPENSATORY DAMAGES WHICH IN THIS CASE
SHOULD BE THE LEGAL INTEREST OF SIX PERCENT
(6%) PER ANNUM ON THE VALUE OF THE LAND AT
THE TIME OF TAKING IN 1940 UNTIL FULL
PAYMENT.— Clearly, petitioners had been occupying the
subject property for more than fifty years without the benefit
of expropriation proceedings. Intaking respondents’ property
without the benefit of expropriation proceedings and without
payment of just compensation, petitioners clearly acted in utter
disregard of respondents’ proprietary rights which cannot be
countenanced by the Court. For said illegal taking, respondents
are entitled to adequate compensation in the form of actual or
compensatory damages which in this case should be the legal
interest of six percent (6%) per annum on the value of the
land at the time of taking in 1940 until full payment. Thisis
based on the principle that interest runs as a matter of law
and follows from the right of the landowner to be placed in as
good position as money can accomplish, as of the date of taking.

LEONEN, J., separate opinion:

1. POLITICAL LAW; EMINENT DOMAIN; JUST
COMPENSATION; THE FAILURE OF THE STATE TO
PAY THE PROPERTY OWNERSAT THE PROPER TIME
DEPRIVES THEM OF THE TRUE VALUE OF THE
PROPERTY THAT THEY HAD.— | agree with the ponencia
of Justice Peraltain so far asthe fair market value of aproperty
subjected to expropriation must be the value of the property
at the time of the actual taking by the government, at the moment
that the owner is unable to have beneficial use (see Republic
v. Vda. de Castellvi). However, | also agree with Justice Velasco
that grossinjusticewill result if the amount that will be awarded
today will be based simply on the value of the property at the
time of the actual taking. Should the value of the property
been awarded to the owners at the time of the taking, they
would have used it for other profitable uses. Hence, the failure
of the State to have paid at the proper time deprives the owners
of the true value of the property that they had.

2. 1D.;ID.; ID.; PROPERWAY TO RESOLVE THE INEQUITY
WOULD BE TO USE THE ECONOMIC CONCEPT OF
PRESENT VALUE.— | am of the opinion that the proper
way to resolve this would be to use the economic concept of
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present value. This concept is usually summarized this way:
Money received today is more valuable than the same amount
of money received tomorrow. By applying this concept, we
are able to capture just compensation in amore holistic manner.
We take into consideration the potential of money to increase
(or decrease) in value across time. If the parties in an
expropriation case would have perfect foresight, they would
have known the amount of “fair market value at the time of
taking.” If thisamount of money was deposited in abank pending
expropriation proceedings, by the time proceedings are over,
the property owner would be able to withdraw the principal
(fair market value at the time of taking) and the interest earnings
it has accumulated over the time of the proceedings. Economists
have devised a simple method to compute for the val ue of money
in consideration of this future interest earnings.

3. ID.; ID.; ID.; USING THE ESTABLISHED CONCEPT OF
PRESENT VALUE INCORPORATES THE DISCIPLINE
OF ECONOMICS INTO OUR JURISPRUDENCE ON
TAKINGS.— Using the established concept of present value
incorporates the discipline of economicsinto our jurisprudence
ontakings. Valuation isindeed an inexact science and economics
also has its own assumptions. However, in my reckoning, this
is infinitely better than leaving it up to the trial court judge.
| submit that this proposal is a happy middle ground. It meets
the need for doctrinal precision urged by Justice Peralta and
the thirst for substantial justice in Justice Velasco’'s separate
opinion. After all, | am sure that we all share in each other’s
goals.

VELASCO, JR., J., dissenting & concurring opinion:

1. REMEDIAL LAW; CIVIL PROCEDURE; JUDGMENTS;
LAW OF THE CASE DOCTRINE APPLIES IN THE
COURT OF APPEALS RULING IN CA-G.R.CV NO. 51454
ON RESPONDENTS RIGHT TO RECOVER JUST
COMPENSATION FOR THE EXPROPRIATION OF
THEIR PROPERTY.— Respondents’ right to recover just
compensation for the expropriation of the subject property has
already been settled by the CA inits Decision dated February
11, 1999 in CA-G.R. CV No. 51454. When the CA remanded
the case to the RTC of Malolos City, further proceedings were
intended “for the purpose of determining the just compensation
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to which [respondents] are entitled to recover from the
government.” Said CA Decision in CA-G.R. CV No. 51454
has already becomefinal. Therulingin CA-G.R. CV No. 51454
on respondents’ right to recover just compensation was the
law of the case. In Strategic Alliance Devel opment Cor poration
v. Radstock Securities Limited, the Court explained the law
of the case doctrine, as follows: Law of the case is defined as
the opinion delivered on a former appeal. More specifically,
it means that whatever is once irrevocably established as the
controlling legal rule between the same parties in the same
case continues to be the law of the case, whether correct on
general principles or not, so long as the facts on which such
decision was predicated continue to be facts of the case before
the court, notwithstanding that the rule laid down may have
been reversed in other cases. Indeed, after theappellate court
hasissued a pronouncement on a point presented to it with
a full opportunity to be heard having been accorded to the
parties, that pronouncement should beregarded asthelaw
of the case and should not be reopened on a remand of the
case.

2. I1D.; ID.; PRE-TRIAL; THE ISSUES OF PRESCRIPTION
AND LACHES ARE NOT PROPER ISSUES FOR
RESOLUTION SINCE THEY WERE NOT INCLUDED IN
THE PRE-TRIAL ORDER.— On the issues of prescription
and laches, | agree with the ponencia that these are also not
proper issues for resolution since they were not included in
the pre-trial order, where theissues for resolution were limited
to the following: (1) whether respondents are entitled to just
compensation; (2) whether the valuation would be based on
the corresponding value at the time of the taking or at the
time of the filing of the action; and (3) whether respondents
were entitled to damages.

3. CIVIL LAW; PROPERTY REGISTRATION DECREE (P.D.
NO. 1529); ATORRENSTITLE CANNOT BEATTACKED
COLLATERALLY, AND THE ISSUE OF ITSVALIDITY
CAN BE RAISED ONLY IN AN ACTION EXPRESSLY
INSTITUTED FOR THAT PURPOSE.— Asthe liability to
respondents had been determined with finality in a prior
proceeding, this Court could no longer entertain questions on
ownership of the subject property so as to release the DPWH
fromitsliability to respondents. Otherwise, thiswould require
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us to reopen and review the final decision in CA-G.R. CV
No. 51454. Also, respondents’ ownership may not be questioned
in this proceeding. It is settled that a Torrens title cannot be
attacked collaterally, and the issue on its validity can be
raised only in an action expressly instituted for that purpose.
Sec. 48 of Presidential Decree No. 1529, also known as the
Property Registration Decree, expressly provides: Section
48. Certificate not subject to collateral attack. A certificate
of title shall not be subject to collateral attack. It cannot be
altered, modified, or cancelled except in a direct proceeding
in accordance with law. Accordingly, the Torrens title of
respondents (TCT T-43006) speaksfor itself and is conclusive
proof of ownership of the subject property.

4. 1D.; CIVIL CODE; LACHES AND PRESCRIPTION FINDS

NO APPLICATION IN CASE AT BAR; IT WOULD BE
THE HEIGHT OF INJUSTICE IF RESPONDENTS
WOULD BE DEPRIVED OF JUST COMPENSATION FOR
THEIR PROPERTY,WHICH WASTAKEN FOR PUBLIC
USE AND WITHOUT THEIR CONSENT BASED ON
THESE DOCTRINES.— And even if the issues of laches
and prescription are to be dealt with substantively, still, these
grounds have no leg to stand on. As aptly pointed out in the
ponencia, laches “finds no application in this case, since there
is nothing inequitable in giving due course to respondents’
claim.” Contrarily, it would be the height of injustice if
respondents would be deprived of just compensation for their
property, which was taken for public use and without their
consent, based on this equitable doctrine. Also, prescription
will not bar respondents’ claim since, as stated in the ponencia,
the owner’s action to recover the land or the value thereof
does not prescribe where private property is taken for public
use by the government without first acquiring title thereto.
Accordingly, the only issue left for determination isthe amount
of just compensation which respondents are entitled to receive
from the government for the taking of their subject property.

5. POLITICAL LAW; BILL OF RIGHTS; RIGHT TO DUE

PROCESS; SINCE EXPROPRIATION ISESSENTIALLY
A FORCED TAKING OF PRIVATE PROPERTY BY THE
STATE OR ITS AGENCIES, THE PRIVATE OWNER
BEING COMPELLED TO GIVE UPHISPROPERTY FOR
THE COMMON WEAL, THEN THE MANDATORY
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REQUIREMENT OF DUE PROCESS SHOULD BE
STRICTLY FOLLOWED.— Indeed, in a number of cases,
the Court hasruled that the reckoning point for the determination
of just compensation is the time of taking. Nonetheless, |
respectfully submit that there is a necessity to deviate from
such general rulein view of the attendant inequity and prejudice
such application entails. For one, DPWH violated respondents’
constitutional right to procedural due process when it deprived
respondents of the subject property without their consent and
the requisite expropriation proceedings. It has been my position
that since expropriation is essentially aforced taking of private
property by the state or its agencies, the private owner being
compelled to give up his property for the common weal, then
the mandatory requirement of due process should be strictly
followed. Expropriation is an exercise of the government’s
power of eminent domain. As an inherent attribute of the
government, this power is fundamentally limitless if not
restrained by the Bill of Rights. Without the limitations thus
imposed, the exercise of the power of eminent domain can
become repressive. Thus, the Bill of Rights should always be
ameasure and guarantee of protecting certain areas of aperson’s
life, liberty, and property against the government’s abuse of
power. Intheinstant case, it isnot disputed that DPWH illegally
took the subject lot without the consent of respondents and
the necessary expropriation proceedings. To make mattersworse,
almost 55 years have already passed from the time of taking,
yet DPWH still failed to institute condemnation proceedings.
Thisisclearly indicative of DPWH'’ slack of intention to formally
expropriate the subject property and consequently deny
respondents of the elementary due process of law. Thus, when
respondents were constrained to file a complaint before the
trial court, they were the ones who, in effect, commenced the
inverse condemnation proceedings, which, to my mind, isironic.
The prevalence of the taking of a subject property without the
owner’s consent and the necessary expropriation proceedings
does not, and should not, cure its illegality. Verily, the
government’ s action in the instant case, done asit were without
observing procedural due process, isillegal and invalid. As
such, the condemnation of the subject property ought to be
reversed and respondents restored to its possession. However,
considering that the subject property had already been put to
public use—forming part of the MacArthur Highway—
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respondents can no longer be restored to the possession of the
subject property. As pointed out by the CA, the only remedy
available to respondents is the recovery of just compensation.

6. ID.; EMINENT DOMAIN; JUST COMPENSATION; WHILE

ITISA SETTLED RULE THAT THE VALUE OF THE
PROPERTY AT THE TIME OF TAKING WHICH IS
CONTROLLING IN THE DETERMINATION OF THE
VALUE OF JUST COMPENSATION, AN EXCEPTION
MUST BE MADE IN CASES WHERE NO
CONDEMNATION PROCEEDINGSWERE INSTITUTED
AFTER A SUBSTANTIAL PERIOD OF TIME FROM THE
TIME OF ILLEGAL TAKING.— But if the Court isto peg
the reckoning value of the just compensation to PhP 0.70, it
would, in effect, be condoning the wrongful act of DPWH in
taking the subject property in utter disregard of respondents’
property rights and violation of the due process of laws. Thus,
while this Court has previously ruled, in a number of cases,
that the value of the property at the time of the taking which
is controlling in the determination of the value of just
compensation, it is my submission that an exception to the
foregoing ruling must be made in caseswhere no condemnation
proceedings were instituted after a substantial period of
time from the time of illegal taking. Pertinently, there is
“illegal taking” when there istaking of a property without the
benefit of expropriation proceedings and without payment of
just compensation, as in the instant case. When the illegal
taking is compounded with the failure of the condemnor to
institute condemnation proceedings after a substantial period
of time, i.e., 55 years from the time of taking, then it is not
really hard to grasp why pegging the basis for valuation of
just compensation at the time of illegal taking is erroneous,
if not utterly reprehensible. The Court cannot reluctantly close
its eyes to the likelihood that the invariable application of the
determination of just compensation at the time of the actual
taking, as in the cases cited in the ponencia, will grant
government agencies and instrumentalities the license to
disregard the property rights of landowners, violate the
Constitution’s proviso on due process of laws, and render
nugatory statutory and procedural laws on expropriation
proceedings of private propertiesfor public use. Boththe RTC
of Malolos City and the CA were, therefore, correct in granting
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just compensation to respondents in the amount of PhP 1,500
per square meter, as recommended by the PAC. This way,
government agencies and instrumentalities would think twice
before taking any unwarranted short cutsin condemning private
properties that violate the owners’ right to due process of laws
as enshrined in the Bill of Rights.

7. 1D.; ID.; ID.; ID.; THE COURT SHOULD NOT AWARD
THE RESPONDENTS A MEASLY AMOUNT OF JUST
COMPENSATION, 72 YEARS AFTER THE ILLEGAL
TAKING OF THEIR PROPERTY; CASE AT BAR.—[T]he
basis for determining the amount of just compensation as
awarded by the RTC of Malolos City and the CA at PhP 1,500,
as recommended by the PAC, is but just and proper given the
attendant circumstances. It should be noted that at the time
the case was referred to PAC for its recommendation on the
value of the just compensation, the prevailing value of the
subject property is already at PhP 10,000 per square meter.
X X X Undeniably, the valuation of PhP 10,000 is already
enhanced by the public purpose for which the subject property
istaken, aswell asthe natural increase in value of the property
due its general conditions and consequent developments.
However, by pegging the basisin determining just compensation
at PhP 1,500, the RTC of Malolos City and the CA, as
recommended by the PAC, reasonably fixed the basis for the
award of just compensation. As between PhP 0.70 and PhP
10,000, the valuation of PhP 1,500 is but just and proper given
the present circumstances. And for a third, it is highly unjust
and inequitable, as aptly observed by the CA, to pay respondents
just compensation at the rate of PhP 0.70 per square meter,
which was then the value of the subject property in 1940 when
the illegal taking was committed. This injustice and inequity
is emphasized by the measly award respondents will receive
now, as the ponencia so rules, after having been deprived of
their right to procedural due process for 55 years with the
DPWH disregarding and violating practically all constitutional,
statutory and procedural rules relative to the condemnation of
the subject lot for public use. In effect, despite what respondents
have been through, they are still penalized by the government
considering that after 72 years from the time of the illegal
taking of their property, they will only receive ameasly amount
of just compensation.
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DECISION
PERALTA, J.:

Thisis a petition for review on certiorari under Rule 45 of
the Rules of Court, assailing the Court of Appeals (CA) Decision®
dated July 31, 2007 in CA-G.R. CV No. 77997. The assailed
decision affirmed with modification the Regional Trial Court
(RTC)? Decision® dated March 22, 2002 in Civil Case No. 208-
M-95.

The case stemmed from the following factual and procedural
antecedents:

Respondent spouses Heracleo and Ramona Tecson
(respondents) are co-owners of aparcel of land with an area of
7,268 sguare meters located in San Pablo, Malolos, Bulacan
and covered by Transfer Certificate of Title (TCT) No. T-43006*
of the Register of Deeds of Bulacan. Said parcel of land was
among the properties taken by the government sometimein 1940
without the owners' consent and without the necessary
expropriation proceedings and used for the construction of the
MacArthur Highway.®

1 Penned by Associate Justice Lucas P. Bersamin (now a member of
this Court), with Associate Justices Portia Alifio-Hormachuel os and Estela
M. Perlas-Bernabe (now a member of this Court), concurring; rollo, pp.
124-137.

2 Branch 80, Malolos, Bulacan.

3 Penned by Judge Caesar A. Casanova; rollo, pp. 165-167.
4 Records, p. 5.

5 Rollo, p. 125.
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In aletter® dated December 15, 1994, respondents demanded
the payment of the fair market value of the subject parcel of
land. Petitioner Celestino R. Contreras (petitioner Contreras),
then District Engineer of the First Bulacan Engineering District
of petitioner Department of Public Works and Highways
(DPWH), offered to pay the subject land at the rate of £0.70
per square meter per Resolution of the Provincial Appraisal
Committee (PAC) of Bulacan.” Unsatisfied with the offer,
respondents demanded for the return of their property or the
payment of compensation at the current fair market value.®

As their demand remained unheeded, respondents filed a
Complaint® for recovery of possession with damages against
petitioners, praying that they be restored to the possession of
the subject parcel of land and that they be paid attorney’ sfees.*®
Respondents claimed that the subject parcel of land was assessed
at £2,543,800.00.%

Instead of filing their Answer, petitioners moved for the
dismissal of the complaint on the following grounds: (1) that
the suit is against the State which may not be sued without its
consent; (2) that the case has already prescribed; (3) that
respondents have no cause of action for failure to exhaust
administrative remedies; and (4) if respondents are entitled to
compensation, they should be paid only the value of the property
in 1940 or 1941.12

On June 28, 1995, the RTC issued an Order® granting
respondents’ motion to dismiss based on the doctrine of state

Records, p. 6.
71d. at 7.

8 Rollo, p. 125.
Records, pp. 1-4.
0 d. at 3.

1 d. at 2.

2 1d. at 17-19.

13 1d. at 29-30.
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immunity from suit. Asrespondents’ claim includesthe recovery
of damages, there is no doubt that the suit is against the State
for which prior waiver of immunity isrequired. When elevated
to the CA,* the appellate court did not agree with the RTC and
found instead that the doctrine of state immunity from suit is
not applicable, because the recovery of compensation is the
only relief availableto thelandowner. To deny such relief would
undeniably causeinjusticeto the landowner. Besides, petitioner
Contreras, infact, had earlier offered the payment of compensation
although at a lower rate. Thus, the CA reversed and set aside
the dismissal of the complaint and, consequently, remanded the
case to the trial court for the purpose of determining the just
compensation to which respondents are entitled to recover from
the government.®> With the finality of the aforesaid decision,
trial proceeded in the RTC.

The Branch Clerk of Court was initially appointed as the
Commissioner and designated asthe Chairman of the Committee
that would determine just compensation,® but the case was | ater
referred to the PAC for the submission of a recommendation
report on the val ue of the subject property.t’ In PAC Resolution
No. 99-007,%8 the PAC recommended the amount of £1,500.00
per square meter asthejust compensation for the subject property.

On March 22, 2002, the RTC rendered a Decision,* the
dispositive portion of which reads:

WHEREFORE, premises considered, the Department of Public
Works and Highways or its duly assigned agencies are hereby directed
to pay said Complainants/Appellants the amount of One Thousand

14 The case was docketed as CA-G.R. CV No. 51454.

15 Embodied in a Decision dated February 11, 1999, penned by Associate
Justice Artemon D. Luna, with Associate Justices Delilah Vidallon-Magtolis
and Rodrigo V. Cosico, concurring; records, pp. 56-62.

16 Records, p. 104.
7 1d. at 116.

18 1d. at 122.

1% 1d. at 150-152.
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Five Hundred Pesos (P1,500.00) per square meter for the lot subject
matter of this case in accordance with the Resolution of the Provincial
Appraisal Committee dated December 19, 2001.

SO ORDERED.?

On appeal, the CA affirmed the above decision with the
modification that the just compensation stated above should
earn interest of six percent (6%) per annum computed from the
filing of the action on March 17, 1995 until full payment.?

Inits appeal before the CA, petitioners raised the issues of
prescription and laches, which the CA brushed aside on two
grounds: first, that theissue had already been raised by petitioners
when the case was elevated before the CA in CA-G.R. CV
No. 51454. Although it was not squarely ruled upon by the
appellate court asit did not find any reason to delve further on
such issues, petitionersdid not assail said decision barring them
now from raising exactly the sameissues; and second, theissues
proper for resolution had been laid down in the pre-trial order
which did not include theissues of prescription and laches. Thus,
the same can no longer be further considered. Asto the propriety
of the property’ svaluation as determined by the PAC and adopted
by the RTC, whilerecognizing the rulethat thejust compensation
should be the reasonable value at the time of taking which is
1940, the CA found it necessary to deviate from the general
rule. It opined that it would be obviously unjust and inequitable
if respondents would be compensated based on the val ue of the
property in 1940 which isf0.70 per sg m, but the compensation
would be paid only today. Thus, the appellate court found it
just to award compensation based on the value of the property
at the time of payment. It, therefore, adopted the RTC's
determination of just compensation of £1,500.00 per sgq. m. as
recommended by the PAC. The CA further ordered the payment
of interest at the rate of six percent (6%) per annum reckoned
from the time of taking, whichisthefiling of the complaint on
March 17, 1995.

2 1d. at 152.
2! supra note 1.
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Aggrieved, petitioners come before the Court assailing the
CA decision based on the following grounds:

THE COURT OF APPEALS GRAVELY ERRED IN GRANTING
JUST COMPENSATION TO RESPONDENTS CONSIDERING THE
HIGHLY DUBIOUS AND QUESTIONABLE CIRCUMSTANCES
OF THEIR ALLEGED OWNERSHIP OF THE SUBJECT
PROPERTY .

THE COURT OF APPEALS GRAVELY ERRED IN AWARDING
JUST COMPENSATION TO RESPONDENTS BECAUSE THEIR
COMPLAINT FOR RECOVERY OF POSSESSION AND DAMAGES
IS ALREADY BARRED BY PRESCRIPTION AND LACHES.

THE COURT OF APPEALS GRAVELY ERRED IN AFFIRMING
THE TRIAL COURT’S DECISION ORDERING THE PAYMENT
OF JUST COMPENSATION BASED ON THE CURRENT MARKET
VALUE OF THE ALLEGED PROPERTY OF RESPONDENTS.??

Petitioners insist that the action is barred by prescription
having been filed fifty-four (54) years after the accrual of the
action in 1940. They explain that the court can motu proprio
dismissthe complaint if it showsonits face that the action had
already prescribed. Petitioners likewise aver that respondents
slept on their rights for more than fifty years; hence, they are
guilty of laches. Lastly, petitioners claim that the just
compensation should be based on the value of the property at
the time of taking in 1940 and not at the time of payment.?®

The petition is partly meritorious.

The instant case stemmed from an action for recovery of
possession with damages filed by respondents against petitioners.
It, however, revolves around the taking of the subject ot by
petitionersfor the construction of the MacArthur Highway. There

2 Rollo, p. 108.
2 1d. at 24-32.
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istaking when the expropriator enters private property not only
for a momentary period but for a permanent duration, or for
the purpose of devoting the property to public use in such a
manner as to oust the owner and deprive him of all beneficial
enjoyment thereof .24

It is undisputed that the subject property was taken by
petitioners without the benefit of expropriation proceedingsfor
the construction of the MacArthur Highway. After the lapse of
more than fifty years, the property owners sought recovery of
the possession of their property. Is the action barred by
prescription or laches? If not, are the property ownersentitled
to recover possession or just compensation?

Asaptly noted by the CA, theissues of prescription and laches
are not proper issues for resolution as they were not included
in the pre-trial order. We quote with approval the CA’s
ratiocination in this wise:

Procedurally, too, prescription and laches are no longer proper
issuesin thisappeal. Inthe pre-trial order issued on May 17, 2001,
the RTC summarized the issues raised by the defendants, to wit: (a)
whether or not the plaintiffs were entitled to just compensation; (b)
whether or not the valuation would be based on the corresponding
value at the time of the taking or at the time of the filing of the
action; and (c) whether or not the plaintiffs were entitled to damages.
Nowhere did the pre-trial order indicate that prescription and laches
were to be considered in the adjudication of the RTC.%

To be sure, the pre-trial order explicitly defines and limitsthe
issues to be tried and controls the subsequent course of the
action unless modified beforetrial to prevent manifest injustice.?®

Even if we squarely deal with the issues of laches and
prescription, the same must still fail. Lachesis principally a
doctrine of equity whichisapplied to avoid recognizing aright

24 Manila International Airport Authority v. Rodriguez, 518 Phil. 750,
757 (2006).

% Rollo, p. 133.
%6 Rules of Court, Rule 18, Sec. 7.
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when to do so would result in a clearly inequitable situation or
inaninjustice.?” Thisdoctrine finds no application in this case,
since there is nothing inequitable in giving due course to
respondents’ claim. Both equity and thelaw direct that a property
owner should be compensated if his property istaken for public
use.® Neither shall prescription bar respondents’ claim following
the long-standing rule “that where private property istaken by
the Government for public use without first acquiring title thereto
either through expropriation or negotiated sale, the owner’ saction
to recover the land or the value thereof does not prescribe.”?

When a property is taken by the government for public use,
jurisprudence clearly provides for the remedies available to a
landowner. The owner may recover his property if itsreturnis
feasibleor, if it isnot, the aggrieved owner may demand payment
of just compensation for the land taken.* For failure of
respondents to question the lack of expropriation proceedings
for along period of time, they are deemed to have waived and
are estopped from assailing the power of the government to
expropriate or the public usefor which the power was exercised.
What isleft to respondentsis the right of compensation.® The
trial and appellate courts found that respondents are entitled to
compensation. The only issue left for determination is the
propriety of the amount awarded to respondents.

Just compensation is“thefair value of the property as between
one who receives, and one who desires to sell, x x x fixed at
the time of the actual taking by the government.” Thisrule
holds true when the property is taken before the filing of an

27 Republic v. Court of Appeals, G.R. No. 147245, March 31, 2005,
454 SCRA 516, 527.

28 4.

2% Eusebio v. Luis, G.R. No. 162474, October 13, 2009, 603 SCRA
576, 583; Republic v. Court of Appeals, supra note 27, at 528.

30 Republic v. Court of Appeals, supra note 27, at 532.

31 Eusebio v. Luis, supra note 29, at 584; Forfom Development
Corporation v. Philippine National Railways, G.R. No. 124795, December
10, 2008, 573 SCRA 350, 366-367.
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expropriation suit, and even if it is the property owner who
brings the action for compensation.*?

The issue in this case is not novel.

In Forfom Development Cor poration [ Forfom] v. Philippine
National Railways [ PNR],* PNR entered the property of Forfom
inJanuary 1973 for public use, that is, for railroad tracks, facilities
and appurtenances for use of the Carmona Commuter Service
without initiating expropriation proceedings.* In 1990, Forfom
filed a complaint for recovery of possession of real property
and/or damages against PNR. In Eusebio v. Luis,® respondent’ s
parcel of land was taken in 1980 by the City of Pasig and used
asamunicipal road now known asA. Sandoval Avenuein Pasig
City without the appropriate expropriation proceedings. In 1994,
respondent demanded payment of the value of the property, but
they could not agree on its valuation prompting respondent to
file acomplaint for reconveyance and/or damages against the
city government and the mayor. In ManilaInternational Airport
Authority v. Rodriguez,®® in the early 1970s, petitioner
implemented expansion programs for its runway necessitating
the acquisition and occupation of some of the properties
surrounding its premises. As to respondent’s property, no
expropriation proceedingswere initiated. In 1997, respondent
demanded the payment of the value of the property, but the
demand remained unheeded prompting him to institute a case
for accion reivindicatoria with damages against petitioner. In
Republic v. Sarabia,* sometimein 1956, the Air Transportation
Office (ATO) took possession and control of a portion of alot

32 Republic v. Court of Appeals, supra note 27, at 534. (Emphasis
supplied.)

33 Supra note 31.

34 Forfom Development Corporation v. Philippine National Railways,
supra note 31, at 366.

35 supra note 29.
36 gupra note 24.
%7 G.R. No. 157847, August 25, 2005, 468 SCRA 142.
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situated in Aklan, registered in the name of respondent, without
initiating expropriation proceedings. Several structures were
erected thereon including the control tower, the Kalibo crash
fire rescue station, the Kalibo airport terminal and the
headquarters of the PNP Aviation Security Group. In 1995,
several stores and restaurants were constructed on the remaining
portion of the lot. In 1997, respondent filed a complaint for
recovery of possession with damages against the storeowners
where ATO intervened claiming that the storeowners were its
|essees.

The Court in the above-mentioned cases was confronted with
common factual circumstances where the government took control
and possession of the subject properties for public use without
initiating expropriation proceedings and without payment of
just compensation, while the landownersfailed for along period
of time to question such government act and later instituted
actions for recovery of possession with damages. The Court
thus determined the landowners' right to the payment of just
compensation and, more importantly, the amount of just
compensation. The Court has uniformly ruled that just
compensation isthevalue of the property at the time of taking
that is controlling for purposes of compensation. In Forfom,
the payment of just compensation was reckoned from the time
of taking in 1973; in Eusebio, the Court fixed the just
compensation by determining the value of the property at the
time of taking in 1980; in MIAA, the value of thelot at the time
of takingin 1972 served as basis for the award of compensation
to the owner; and in Republic, the Court was convinced that
the taking occurred in 1956 and was thus the basis in fixing
just compensation. As in said cases, just compensation due
respondents in this case should, therefore, be fixed not as of
the time of payment but at the time of taking, that is, in 1940.

Thereason for the rule has been clearly explained in Republic
v. Lara, et al.,*® and repeatedly held by the Court in recent
cases, thus:

38 96 Phil. 170 (1954).
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X X X “[T]he value of the property should be fixed as of the date
when it was taken and not the date of the filing of the proceedings.”
For where property is taken ahead of the filing of the condemnation
proceedings, the value thereof may be enhanced by the public purpose
for which it is taken; the entry by the plaintiff upon the property
may have depreciated its value thereby; or, there may have been a
natural increase in the value of the property from the time it is
taken to the time the complaint is filed, due to general economic
conditions. The owner of private property should be compensated
only for what he actually loses; it is not intended that his compensation
shall extend beyond his loss or injury. And what he loses is only
the actual value of his property at the time it is taken x x x.*°

Both the RTC and the CA recognized that the fair market
value of the subject property in 1940 was0.70/sgq. m.*® Hence,
it should, therefore, be used in determining the amount due
respondents instead of the higher value which is £1,500.00.
While disparity in the above amountsis obvious and may appear
inequitable to respondents as they would be receiving such
outdated valuation after a very long period, it is equally true
that they too are remissin guarding against the cruel effects of
belated claim. The concept of just compensation does not imply
fairness to the property owner alone. Compensation must be
just not only to the property owner, but also to the public which
ultimately bears the cost of expropriation.*

Clearly, petitioners had been occupying the subject property
for more than fifty years without the benefit of expropriation
proceedings. Intaking respondents’ property without the benefit
of expropriation proceedings and without payment of just
compensation, petitioners clearly acted in utter disregard of
respondents’ proprietary rights which cannot be countenanced
by the Court.*? For said illegal taking, respondents are entitled
to adequate compensation in the form of actual or compensatory

% Republic v. Lara, et al., supra, at 177-178.

40 Rollo, p. 44.

4l Republic v. Court of Appeals, supra note 27, at 536.
42 Eusebio v. Luis, supra note 29, at 587.
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damages which in this case should be the legal interest of six
percent (6%) per annum on the value of the land at the time of
taking in 1940 until full payment.*® Thisisbased on the principle
that interest runs as a matter of law and follows from the right
of the landowner to be placed in as good position as money can
accomplish, as of the date of taking.*

WHEREFORE, premises considered, the petition is
PARTIALLY GRANTED. The Court of Appeals Decision
dated July 31, 2007 in CA-G.R. CV No. 77997 isMODIFIED,
in that the val uation of the subject property owned by respondents
shall be0.70 instead of £1,500.00 per square meter, with interest
at six percent (6%) per annum from the date of taking in 1940
instead of March 17, 1995, until full payment.

SO ORDERED.
Abad and Mendoza, JJ., concur.
Leonen, J., see separate opinion.

Velasco, Jr., J. (Chairperson), see dissenting and concurring
opinion.

SEPARATE OPINION
LEONEN, J.:

| agree with the ponencia of Justice Peraltain so far as the
fair market value of aproperty subjected to expropriation must
be the value of the property at the time of the actual taking by
the government, at the moment that the owner isunableto have
beneficial use (see Republic v. Vda. de Castellvi).!

43 1d. at 587-588; Forfom Devel opment Cor poration v. Philippine National
Railways, supra note 31, at 373; Manila International Airport Authority
v. Rodriguez, supra note 24, at 761. (Citations omitted).

4 Manila International Airport Authority v. Rodriguez, supra note 24,
at 761. (Citation omitted).

1 G.R. No. L-20620, August 15, 1974, 58 SCRA 336, 352.
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However, | also agree with Justice Velasco that grossinjustice
will result if the amount that will be awarded today will be
based simply on the value of the property at the time of the
actual taking. Should the value of the property been awarded
to the owners at the time of the taking, they would have used
it for other profitable uses. Hence, the failure of the State to
have paid at the proper time deprives the owners of the true
value of the property that they had.

| am of the opinion that the proper way to resolve thiswould
be to use the economic concept of present value.? This concept
isusually summarized thisway: Money received today is more
valuable than the same amount of money received tomorrow.?
By applying this concept, we are ableto capture just compensation
inamore halistic manner. Wetakeinto consideration the potential
of money to increase (or decrease) in value across time.

If the parties in an expropriation case would have perfect
foresight, they would have known the amount of “fair market
valueat thetimeof taking.” If thisamount of money was deposited
in a bank pending expropriation proceedings, by the time
proceedings are over, the property owner would be able to
withdraw the principal (fair market value at the time of taking)
and the interest earnings it has accumulated over the time of
the proceedings. Economists have devised a simple method to
compute for the value of money in consideration of thisfuture
interest earnings.

For purposes of explaining this method, consider property
owner AA who owns a piece of land. The government took his
property at Year O. Let us assume that his property had afair
market value of P100 at the time of taking. In our ideal situation,
the government should have paid him P100 at Y ear 0. By then,
AA could have put the money in the bank so it could earn interest.

2 Present value (of an asset) is defined as “the value for an asset that
yields a stream of income over time.” PAUL A. SAMUELSON AND WILLIAM
D. NORDHAUS, EcoNomics 748 (Eighteenth Edition).

3 N. GREGORY MANKIW, ESSENTIALS OF ECONOMICS 414 (2007 Edition).
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Let us peg the interest rate at 5% per annum (or in decimal
form, 0.05).*

If the expropriation proceedings took just one year (again,
another ideal situation), AA could only be paid after that year.
The value of the 100 would have appreciated already. We
haveto take into consideration thefact that in Year 1, AA could
have earned an additional P5 in interest if he had been paid in
Year O.

In order to compute the present value of £100, we have to
consider this formula:

Present Value in Year 1 = Value at the Time of Taking +
(Interest Earned of the Value at the Time of Taking)

In formul&® terms, it will look like this;
PV, = V + (V*r)
PV, = V*(1+r)

PV, = present value in Year 1
V = value at the time of taking
r = interest rate

So in the event that AA gets paid in Year 1, then:
PV, = V*(1+r)
PV, = P100 (1 + 0.05)
PV, = P105

4 Interest rates are dependent on risk, inflation and tax treatment. See
PAuL A. SAMUELSON AND WiLLIAM D. NORDHAUS, ECONOMICS 269
(Eighteenth Edition). Actual interest rate to be applied should be computed
reasonably according to historical epochs in our political economy. For
example, during the war, we have experienced extraordinary inflation.
This extraordinary inflation influenced adversely interest rates of financial
investments. The period of martial law is another example of a historical
epoch that influenced interest rates.

5 N. GREGORY MANKIW, ESSENTIALS OF ECONOMICS 414-415 (2007
Edition).
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So if AA were to be paid in Year 1 instead of in Year O, it
isonly just that he be paid 105 to take into account the interest
earnings he has foregone due to the expropriation proceedings.
If hewereto bepaidinYear 2, we should take into consideration
not only the interest earned of the principal, but the fact that
the interest earned in Year 1 will also be subject to interest
earningsin Year 2. Thisconcept isreferred to as compounding
interest rates. So our formula becomes:

Present Value in Year 2 = [Present Valuein Year 1] +
[Interest Earned of Present Value in Year 1]

Recall that in formula terms, Present Value in Year 1 was
expressed as:

PV, = [V*(1+1)]
Hence, in Year 2, the formula will be:
PV, = PV *(1+r) or
PV, = [V*(1+1)]*(1+r)

Seeing that the term (1+r) is repeated, it can be further
simplified as:

PV, = V*(L+r)?
PV, = P100 * (1+0.05)?
PV, = P100 * 1.1025
PV, = P110.25

Thisisthe same as if we multiply the present valuein Y ear
1 of 105 by £1.05 (our multiplier with the interest rate).

If proceedings go on until Year 3, then the formula would
be:

PV, = PV,*(1+r)
PV, = {[V*(1+n)]*(1+r)}* (1+1)

Again, (1+r) isrepeated three times, the same number asthe
number of years; hence, simplifying the formula would yield:

PV, = V*(1+r)?
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Due to compounding interests, the formulafor present value
at any given year becomes:

PV, = V*(1+r)!

PV stands for the present value of the property. In order to
calculate the present value of the property, the corresponding
formulais used. V stands for the value of the property at the
time of the taking, taking in all the considerationsthat the court
may usein order to arrive at thefair market value in accordance
with law.

Thisismultiplied to (1 + r) wherer equalsthe implied rate
of return (average year-to-year interest rate) and raised to the
exponent t. The exponent t refersto the time period or the number
of yearsfor which the value of the money would have changed.
It is treated as an exponent because it is the number of times
you have to multiply (1+r) to capture the effect of compounding
interest rates.

Soif AA were to be paid seventy-three (73) years from the
time of taking, the present value of the amount he should have
been paid at the time of taking would be:

PV, = V*(L+r)
PV, = P100 * (1+0.05)"
PV, = P100 * (35.2224)

PV,, = P3,522.24

As applied in this case, the property which is the subject of
the current controversy isworth P0.70/sg.m. in 1940, butitis
actually worth more than P0.70/sq. m. by 2013. Thereisaperiod
of 73 years between the actual taking and the time payment is
to be made. The value of the cash to be paid to the owner at
this time is definitely more because of changes in the interest
rate.

Computing for present value would only reflect the cost of
the property today. It should be separate from the six percent
(6%) per annum computed on a compounded basis awarded as
actual or compensatory damages.
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Thus, applying the formula, assuming the average interest
rate is at:

4%, the property will be worth £12.26 per sq. m.;
5%, the property will be worth £24.66 per sqg. m.;
6%, the property will be worth £49.25 per sq. m.

Using the established concept of present value incorporates
the discipline of economicsinto our jurisprudence on takings.
Valuation isindeed an inexact science and economics also has
its own assumptions. However, in my reckoning, thisisinfinitely
better than leaving it up to the trial court judge.

| submit that this proposal isahappy middle ground. It meets
the need for doctrinal precision urged by Justice Peralta and
the thirst for substantial justice in Justice Velasco's separate
opinion. After all, | am sure that we all share in each other’s
goals.

| voteto GRANT the petition and to REM AND the case to
the court of origin for proper valuation according to the formula
discussed.

DISSENTING & CONCURRING OPINION
VELASCO, JR., J.

When the circumstances obtaining distinctly call for adeviation
from the general rule laid down by jurisprudence, the Court
should give due consideration to the same, lest oppression and
injustice ensue.

The Case

Beforethe Court isaPetition for Review on Certiorari under
Rule 45 assailing the July 31, 2007 Decision® of the Court of

! Rollo, pp. 37-50. Penned by Associate Justice (now a member of this
Court) Lucas P. Bersamin and concurred in by Associate Justices Portia
Alifio Hormachuelos and Estela M. Perlas-Bernabe (also now a member
of this Court).
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Appeals (CA) in CA-G.R. CV No. 77997, affirming with
modification the March 22, 2002 Decision? of the Regional Trial
Court (RTC) of Malolos City, Bulacan.

The Facts

Respondent spouses Heracleo and Ramona Tecson
(respondents) are the co-owners of a 7,268-square meter lot
located in San Pablo, Malolos, Bulacan, and covered by Transfer
Certificate of Title (TCT) No. T-43006.% This parcel of land
is among the private properties traversed by the MacArthur
Highway, a government project undertaken sometime in 1940.
The taking appears to have been made absent the requisite
expropriation proceedings and without respondents’ consent.*

After the lapse of more than forty (40) years, respondents,
in a letter® dated December 15, 1994, demanded payment
equivalent to the fair market value of the subject property from
the Department of Public Works and Highways (DPWH).
Petitioner Celestino R. Contreras (petitioner Contreras), then
District Engineer of the First Bulacan Engineering District of
DPWH, responded with an offer to pay just compensation at
the rate of PhP 0.70 per square meter based on Resolution No.
X1 dated January 15, 1950 of the Provincial Appraisal Committee
(PAC) of Bulacan.® Respondents made a counter-offer that the
government either return the subject property or pay just
compensation based on the current fair market value.’

As the parties failed to reach any agreement on the price,
respondentsfiled asuit for recovery of possession with damages
against DPWH and petitioner Contreras (collectively referred

2 |d. at 78-80.
3 1d. at 37-38.
41d. at 38.

5 Records, p. 6.
6 Rollo, p. 38.
7 1d. at 38.
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to as “petitioners”) on March 17, 1995.8 In their Complaint,®
docketed as Civil Case No. 208-M-95 and raffled to Branch 80
of the RTC of Malolos City, respondents claimed that the subject
property was assessed at PhP 2,543,800.%°

Subsequently, petitioners filed a Motion to Dismiss!! dated
May 16, 1995, invoking (1) immunity from suit; (2) prescription;
(3) lack of cause of action; and (4) different valuation for payment
of just compensation.

Inits Order'? dated June 28, 1995, the RTC of Malolos City
granted petitioners’ motion to dismiss for lack of jurisdiction
over the subject matter based on the doctrine of state immunity
from suit. Therefrom, respondentsfiled an appeal, docketed as
CA-G.R. CV No. 51454, before the CA, which reversed the
RTC of Malolos and held that the doctrine of state immunity
from suit should not apply to cause injustice.* Consequently,
the RTC of Malolos City was directed to hear the Complaint
“for the purpose of determining the just compensation to which
[respondents] are entitled to recover from the government.”
The Decision®® in CA-G.R. CV No 51454 attained finality on
March 6, 1999.1¢

The RTC of Malolos City conducted further proceedings.
Upon respondents’ motion, the Branch Clerk of Court was
authorized to serve ascommissioner for the purpose of determining
just compensation.t” However, upon the Branch Clerk of Court’s

8 |d. at 37-38.

% |d. at 51-54.

10 Records, p. 5.

1 Rollo, pp. 56-58.
2 1d. at 60-61.

13 1d. at 38-39.

4 1d. at 68.

15 1d. at 62-68.

16 1d. at 39.

7 1d. at 39.
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recommendation, the RTC of Malolos City referred the case to
the PAC of Bulacan for proper action.®

In its Resolution No. 99-007, the PAC recommended the
amount of PhP 1,500 per square meter as the basis for the
valuation of just compensation for the subject property.*® As
stated in said Resolution:

PRESENTED were the Decision of the Court of Appealsre Civil
Case No. 208-M-95, the Commissioner’s Report and the report of
the sub-committee on appraisal;

WHEREAS, Civil Case No. 208-M-95 is about a parcel of land
situated at San Pablo, Malolos, Bulacan, which was allegedly taken
by the government in 1940 during the construction of MacArthur
Highway without the consent of the owner nor expropriation
proceedings;

WHEREAS, a Resolution No. XII dated January 15, 1950
promulgated the price of Seventy Centavos (P0.70) per square meter
as the price of the lots affected by the aforesaid project;

WHEREAS, asuit wasfiled by the owner to the Court of Appeals,
condemning the aforesaid market value as unfair;

WHEREAS, upon theinstruction of the Chairman of the Provincial
Appraisal Committee, the sub-committee conducted a thorough
inspection and field investigation;

WHEREAS, taking into consideration the price during the time
of the taking which isf0.70 per square meter and the price prevailing
nowadays which is P10,000.00 per square meter, the members
motioned and seconded by the Chairman that the reasonable and
just compensation is One Thousand Five Hundred Pesos (1,500.00)
per square meter.

NOW THEREFORE, be it resolved asit is now resolved that the
just compensation of One Thousand Five Hundred Pesos (1,500.00)
per square meter is hereby submitted for consideration of the
authorities concerned.

18 1d. at 39.
19 1d. at 40.
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UNANIMOUSLY RESOLVED.?

On the basis of PAC’ srecommendation, the RTC of Malolos
City rendered on March 22, 2002 a Decision.?! The dispositive
portion of said decision reads:

WHEREFORE, premises considered, the Department of Public
Works and Highways or its duly assigned agencies are hereby directed
to pay said Complainants/Appellants the amount of One Thousand
Five Hundred Pesos (P1,500.00) per square meter for the lot subject
matter of this casein accordance with the Resolution of the Provincial
Appraisal Committee dated December 19, 2001.

SO ORDERED.?

On appeal by petitioners, the CA affirmed with modification
the above-mentioned RTC Decision. Particularly, the dispositive
portion of the CA Decision reads:

WHEREFORE, the DECISION DATED MARCH 22, 2002 is
AFFIRMED, subject to the MODIFICATION that the just
compensation shall earn interest of 6% per annum computed from
the time of the filing of this action on March 17, 1995 until full
payment.

SO ORDERED.%
Aggrieved, petitioners filed the instant petition.

I ssues
|

THE CA GRAVELY ERRED IN GRANTING JUST
COMPENSATION TO RESPONDENTS CONSIDERING THE
HIGHLY DUBIOUS AND QUESTIONABLE CIRCUMSTANCES
OF THEIR ALLEGED OWNERSHIP OF THE SUBJECT
PROPERTY .

20 1d. at 40.
2 1d. at 78-80.
22 1d. at 80.
2 1d. at 49.
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THE CA GRAVELY ERRED IN AWARDING JUST
COMPENSATION TO RESPONDENTS BECAUSE THEIR
COMPLAINT FOR RECOVERY OF POSSESSION AND DAMAGES
ISALREADY BARRED BY PRESCRIPTION AND LACHES.

THE CA GRAVELY ERRED IN AFFIRMING THE TRIAL
COURT’S DECISION ORDERING THE PAYMENT OF JUST
COMPENSATION BASED ON THE CURRENT MARKET VALUE
OF THE ALLEGED PROPERTY OF RESPONDENTS.

Essentially, the issues raised in the instant petition revolve
around the following: (1) ownership of the subject property;
(2) prescription and laches; and (3) amount of just compensation.

| submit that the petition should be denied.
Owner ship of the subject property

Petitioners claim that respondents’ ownership of the subject
property ishighly dubious and questionable, thus, the CA allegedly
erred in awarding just compensation to respondents.?* Petitioners’
contention is misplaced.

Respondents’ right to recover just compensation for the
expropriation of the subject property has already been settled
by the CA in its Decision®® dated February 11, 1999 in CA-
G.R. CV No. 51454. When the CA remanded the case to the
RTC of Malolos City, further proceedings were intended “for
the purpose of determining the just compensation to which
[respondents] are entitled to recover from the government.” 2
Said CA Decisionin CA-G.R. CV No. 51454 has already become
final.

2 1d. at 22.
% |d. at 62-68.
% |d. at 68.
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Therulingin CA-G.R. CV No. 51454 on respondents’ right
to recover just compensation wasthe law of the case. In Strategic
Alliance Development Corporation v. Radstock Securities
Limited,?” the Court explained the law of the case doctrine, as
follows:

Law of the case is defined as the opinion delivered on a former
appeal. More specifically, it means that whatever isonceirrevocably
established as the controlling legal rule between the same parties
in the same case continues to be the law of the case, whether correct
on general principles or not, so long as the facts on which such
decision was predicated continue to be facts of the case before the
court, notwithstanding that the rule laid down may have been reversed
in other cases. Indeed, after the appellate court has issued a
pronouncement on a point presented to it with afull opportunity
to be heard having been accorded to the parties, that
pronouncement should be regarded as the law of the case and
should not be reopened on a remand of the case. (Emphasis
supplied.)

Astheliability to respondents had been determined with finality
in a prior proceeding, this Court could no longer entertain
guestions on ownership of the subject property so asto release
the DPWH from its liability to respondents. Otherwise, this
would require usto reopen and review thefinal decisionin CA-
G.R. CV No. 51454.

Also, respondents’ ownership may not be questioned in this
proceeding. It is settled that a Torrens title cannot be attacked
collaterally, and the issue on its validity can be raised only in
an action expressly instituted for that purpose.?® Sec. 48 of
Presidential Decree No. 1529, also known as the Property
Registration Decree, expressly provides:

Section 48. Certificate not subject to collateral attack. A certificate
of title shall not be subject to collateral attack. It cannot be altered,
modified, or cancelled except in a direct proceeding in accordance
with law.

27 G.R. Nos. 178158 & 180428, December 4, 20009.

28 Cimafranca v. Intermediate Appellate Court, G.R. No. 68687, January
31, 1987.
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Accordingly, the Torrenstitle of respondents (TCT T-43006)
speaks for itself and is conclusive proof of ownership of the
subject property.

Prescription and laches

On the issues of prescription and laches, | agree with the
ponencia that these are also not proper issues for resolution
since they were not included in the pre-trial order, where the
issuesfor resolution were limited to the following: (1) whether
respondents are entitled to just compensation; (2) whether the
valuation would be based on the corresponding value at the
time of the taking or at the time of the filing of the action; and
(3) whether respondents were entitled to damages.?

And even if the issues of laches and prescription are to be
dealt with substantively, still, these grounds have no leg to stand
on. As aptly pointed out in the ponencia, laches “finds no
application in this case, since there is nothing inequitable in
giving due course to respondents’ claim.” Contrarily, it would
be the height of injustice if respondents would be deprived of
just compensation for their property, which wastaken for public
use and without their consent, based on this equitable doctrine.
Also, prescription will not bar respondents’ claim since, as stated
in the ponencia, the owner’s action to recover the land or the
value thereof does not prescribe where private property istaken
for public use by the government without first acquiring title
thereto.*°

Accordingly, theonly issueleft for determination isthe amount
of just compensation which respondents are entitled to receive
from the government for the taking of their subject property.

Basisin determining the amount of just compensation

Both the RTC of Malolos and the CA found and granted just
compensation to respondents in the amount of PhP 1,500 per

2 Rollo, p. 46.

30 Eusebio v. Luis, G.R. No. 162474, October 13, 2009, 603 SCRA
576, 583; Republic v. Court of Appeals, G.R. No. 147245, March 31, 2005,
454 SCRA 516, 528.
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square meter, as recommended by the PAC. Additionally, the
CA granted 6% interest on thetotal just compensation, reckoned
from the time of the filing of the Complaint until fully paid.

Petitioners, however, insist that respondents’ entitlement to
just compensation, if indeed they are entitled, should be based
only on the fair market value at the time of taking, that is, at
PhP 0.70 per square meter.

On this point, the majority agrees with petitioners, | am of
adifferent mind and accordingly register this dissent.

Injustifyingitsruling that just compensation of the subject
property should be based on 1940 values, that is, PhP 0.70 per
square meter, the ponencia noted that “[t]he Court has uniformly
ruled that just compensation is the value of the property at the
time of the taking that is controlling for the purposes of
compensation.” ! It cited in thisregard the 1954 case of Republic
v. Lara,* where the Court held:

X X X [T]he value of the property should be fixed as of the date
when it was taken and not the date of the filing of the proceedings.”
For where property is taken ahead of the filing of the condemnation
proceedings, the value thereof may be enhanced by the public purpose
for which it is taken; the entry by the plaintiff upon the property
may have depreciated its value thereby; or, there may have been a
natural increase in the value of the property from the time it is
taken to the time the complaint is filed, due to general economic
conditions. The owner of private property should be compensated
only for what he actually loses; it is not intended that his compensation
shall extend beyond his loss or injury. And what he loses is only
the actual value of his property at the time it is taken x x x.%

Indeed, in a number of cases,?** the Court has ruled that the
reckoning point for the determination of just compensation is

3! ponencia, p. 9.
32 96 Phil. 170 (1954).
33 1d. at 177-178; ponencia, p. 10.

34 Forfom Development Corporation v. Philippine National Railways,
G.R. No. 124795, December 10, 2008, 573 SCRA 350; Eusebio v. Luis,
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the time of taking. Nonetheless, | respectfully submit that there
iS a necessity to deviate from such general rulein view of the
attendant inequity and prejudice such application entails.

For one, DPWH violated respondents’ constitutional right
to procedural due process when it deprived respondents of the
subject property without their consent and the requisite
expropriation proceedings.* It has been my position that since
expropriation is essentially aforced taking of private property
by the state or its agencies, the private owner being compelled
to give up hisproperty for the common weal, then the mandatory
requirement of due process should be strictly followed.*

Expropriation is an exercise of the government’s power of
eminent domain. As an inherent attribute of the government,
this power is fundamentally limitless if not restrained by the
Bill of Rights. Without the limitations thusimposed, the exercise
of the power of eminent domain can become repressive. Thus,
the Bill of Rights should always be a measure and guarantee of
protecting certain areas of aperson’slife, liberty, and property
against the government’s abuse of power.%’

In the instant case, it is not disputed that DPWH illegally
took the subject lot without the consent of respondents and the
necessary expropriation proceedings. To make matters worse,
almost 55 years have already passed from the time of taking,
yet DPWH still failed to institute condemnation proceedings.
Thisisclearly indicative of DPWH'’ slack of intention to formally
expropriate the subject property and consequently deny

G.R. No. 162474, October 13, 2009, 603 SCRA 576; Manila International
Airport Authority v. Rodriguez, G.R. No. 161836, February 28, 2006, 483
SCRA 619; Republic v. Sarabia, G.R. No. 157847, August 25, 2005, 468
SCRA 142.

35 See National Power Corporation v. Heirs of Macabangkit Sangkay,
G.R. No. 165828, August 24, 2011.

36 Concurring Opinion of Justice Presbitero J. Velasco, Jr. in Mactan-
Cebu International Airport v. Tudtud, G.R. No. 174012, November 14,
2008.

%7 1d.
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respondents of the elementary due process of law. Thus, when
respondents were constrained to file acomplaint before thetrial
court, they were the oneswho, in effect, commenced theinverse
condemnation proceedings, which, to my mind, isironic. The
prevalence of thetaking of asubject property without the owner’s
consent and the necessary expropriation proceedings does not,
and should not, cure itsillegality.

Verily, the government’ s action in the instant case, done as
it were without observing procedural due process, isillegal and
invalid. As such, the condemnation of the subject property
ought to be reversed and respondents restored to its possession.
However, considering that the subject property had already been
put to public use—forming part of the MacArthur Highway—
respondents can no longer be restored to the possession of the
subject property. As pointed out by the CA, the only remedy
available to respondents is the recovery of just compensation.

But if the Court is to peg the reckoning value of the just
compensation to PhP 0.70, it would, in effect, be condoning
the wrongful act of DPWH in taking the subject property in
utter disregard of respondents’ property rights and violation of
the due process of laws.

Thus, while this Court has previously ruled, in a number of
cases, that the value of the property at the time of the taking
which is controlling in the determination of the value of just
compensation, it is my submission that an exception to the
foregoing ruling must be made in cases where no condemnation
proceedingswer einstituted after a substantial period of time
from the time of illegal taking.

Pertinently, thereis“illegal taking” when there is taking of
aproperty without the benefit of expropriation proceedings and
without payment of just compensation,® asin the instant case.
When theillegal taking is compounded with the failure of the
condemnor to institute condemnation proceedings after a
substantial period of time, i.e., 55 yearsfrom the time of taking,

38 Eusebio v. Luis, G.R. No. 162474, October 13, 2009.
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then it is not really hard to grasp why pegging the basis for
valuation of just compensation at the time of illegal taking is
erroneous, if not utterly reprehensible.

The Court cannot reluctantly closeits eyesto thelikelihood
that the invariable application of the determination of just
compensation at the time of the actual taking, as in the cases
cited in the ponencia, will grant government agencies and
instrumentalitiesthe license to disregard the property rights of
landowners, violate the Constitution’s proviso on due process
of laws, and render nugatory statutory and procedural laws on
expropriation proceedings of private propertiesfor public use.
Both the RTC of Malolos City and the CA were, therefore,
correct in granting just compensation to respondentsin the amount
of PhP 1,500 per square meter, as recommended by the PAC.
Thisway, government agencies and instrumentalitieswould think
twice before taking any unwarranted short cutsin condemning
private properties that violate the owners’ right to due process
of laws as enshrined in the Bill of Rights.

For another, the basis for determining the amount of just
compensation as awarded by the RTC of Malolos City and the
CA at PhP 1,500, as recommended by the PAC, isbut just and
proper given the attendant circumstances.

It should be noted that at the time the case was referred to
PAC for its recommendation on the value of the just
compensation, the prevailing value of the subject property is
already at PhP 10,000 per square meter. Asindicated in PAC's
Resolution No. 99-007:

WHEREAS, taking into consideration the price during the time
of the taking which isP0.70 per square meter and the price prevailing
nowadays which is £10,000.00 per square meter, the members
motioned and seconded by the Chairman that the reasonable and
just compensationisOne Thousand Five Hundr ed Pesos (P1,500.00)
per square meter.

NOW THEREFORE, be it resolved asit is now resolved that the
just compensation of One Thousand Five Hundred Pesos (f1,500.00)
per square meter is hereby submitted for consideration of the
authorities concerned.
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UNANIMOUSLY RESOLVED.* (Emphasis supplied.)

Undeniably, the valuation of PhP 10,000 is already enhanced
by the public purpose for which the subject property is taken,
as well as the natural increase in value of the property dueits
general conditions and consequent developments. However, by
pegging the basisin determining just compensation at PhP 1,500,
the RTC of Malolos City and the CA, as recommended by the
PAC, reasonably fixed the basis for the award of just
compensation. As between PhP 0.70 and PhP 10,000, the
valuation of PhP 1,500 is but just and proper given the present
circumstances.

And for athird, it is highly unjust and inequitable, as aptly
observed by the CA, to pay respondents just compensation at
therate of PhP 0.70 per square meter, which was then the value
of the subject property in 1940 when the illegal taking was
committed. This injustice and inequity is emphasized by the
measly award respondentswill receive now, as the ponencia so
rules, after having been deprived of their right to procedural
due process for 55 years with the DPWH disregarding and
violating practically all constitutional, statutory and procedural
rules relative to the condemnation of the subject lot for public
use. In effect, despite what respondents have been through,
they are still penalized by the government considering that after
72 years from the time of the illegal taking of their property,
they will only receive a measly amount of just compensation.

Given the foregoing perspective, the proper reckoning value
for the determination of just compensation in the instant case—
as aptly held and granted by the RTC of Malolos City and the
CA—is PhP 1,500 per square meter.

For abetter appreciation of the differing bases for the award
of just compensation, the comparative figures are as follows:

% Rollo, p. 40; CA Decision, p. 4.



92 PHILIPPINE REPORTS
Sec. of the DPWH, et al. vs. Sps. Tecson

Land Area (Awarded in (Awarded by the
of Subject ponencia) Court of Appeals)
Property 1940 value per 1995 value per
square meter square meter
at PhP 0.70 at PhP 1,500
Just 7,268 PhP 5,087.60 PhP 10,902,000.00
Compensation square
meters
6% Interest PhP21,978.432
(72 yrs: from
1940-2012)
6% Interest PhP 11,120,040.00
(17 yrs: from
1995-2012)
Total Award, PhP 27,066.032 | PhP 22,022,040.00
as of 2012

The ponencia, thus, awardsthe measly total of PhP 27,066.032
as just compensation to be paid by DPWH to respondents—the
amount, except for the 6% interest from the time of taking,
essentially offered by DPWH to respondentsin early 1995 when
respondents demanded payment for theillegal taking of the subject
lot in December 1994.

Instead of being accorded justice and equity, respondents are,
thus, penalized again by being awarded a mere pittance. The
Court should not countenance DPWH’sillegal act and penalize
respondents by awarding them with a miserable amount of just
compensation after going through the arduous process of
vindicating their constitutional and property rights.

In view of the foregoing, | humbly submit that the assailed
CA Decision is the appropriate ruling as this would give
respondents the just and proper award for recovery of just
compensation of the subject property illegally taken by DPWH
some 72 years ago.

Accordingly, | voteto deny the petition and affirm the appealed
July 31, 2007 Decision of the Court of Appeals.
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SECOND DIVISION
[G.R. No. 180281, July 1, 2013]

PEOPLE OF THE PHILIPPINES, plaintiff-appellee, vs.
JOEMARIE JALBONIAN alias “Budo”, accused-
appellant.

SYLLABUS

1. REMEDIAL LAW; EVIDENCE; CREDIBILITY OF
WITNESSES; TESTIMONY OF LONE WITNESS FOR
THE PROSECUTION SUFFICES TO ESTABLISH
APPELLANT’S CULPABILITY FOR THE CRIME
CHARGED.— We are convinced that it was appellant who
killed the victim. Valenciano clearly narrated the details of
the stabbing incident and positively identified appellant as
the assailant. In a simple, spontaneous, and straightforward
manner. X X X It has been held that when atestimony is given
in a candid and straightforward manner, there is no room for
doubt that the witness is telling the truth. Moreover,
Valenciano’s testimony on the stabbing of the victim was
corroborated by the Certificate of Death attesting that the cause
of death was a stab wound.

2. ID.; ID.; ID.; INCONSISTENCIES ON MINOR DETAILS
DOES NOT AFFECT CREDIBILITY.— Asto appellant’s
argument that it was impossible for Valenciano to personally
identify him as the assailant since the victim and his attacker
had their backsturned to Valenciano, we find the same unworthy
of credence. Suffice it to say that the relative position of the
witness from the victim and the assailant refers to a minor
detail that does not detract from hiscredibility. What isimportant
is that Valenciano witnessed the unfolding of the crime and
was ableto positively identify appellant as the cul prit. In addition
and as correctly pointed out by the OSG, Valenciano readily
identified appellant because the latter used to reside in the
same barangay of which he was barangay captain. x X x Also,
the fact that Valenciano was just a few meters away from the
victim and that the crime was committed in broad daylight
bolster Valenciano’ sidentification of appellant as the assailant.

3. ID.; ID.; ID.; ABSENCE OF IMPROPER MOTIVE ON THE
PART OF THE WITNESS TO FALSELY TESTIFY
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4.

AGAINST THE ACCUSED ENTITLESHISTESTIMONY
WORTHY OF BELIEF AND CREDENCE.— Likewise
untenableis appellant’ s contention that VValenciano’ stestimony
cannot be relied upon since it was not corroborated by other
witnessesto the crime. Finding of guilt based on the testimony
of alone witness is not uncommon. “For although the number
of witnesses may be considered a factor in the appreciation of
evidence, preponderance is not necessarily with the greatest
number and conviction can still be had on the basis of the credible
and positive testimony of a single witness. Corroborative
evidence is deemed necessary ‘only when there are reasons to
warrant the suspicion that the witness falsified the truth or
that his observation had been inaccurate.”” Thisisnot obtaining
in this case. Moreover, appellant also failed to attribute any
improper motive to Valenciano to falsely testify against him.
There was no evidence to establish that Valenciano harbored
any ill-will against appellant or that he had reasons to fabricate
his testimony. In the absence of proof to the contrary, the
presumption is that the witness was not moved by any ill-will
and was untainted by bias, and thusworthy of belief and credence.

ID.; ID.; ID.; FLIGHT OF THE ACCUSED; MILITATE

AGAINST CLAIM OF INNOCENCE.— Furthermore,
appellant’s immediate departure from the scene of the crime
and successful effort to elude arrest until his apprehension
more than five years later are not consistent with his claim of
innocence. Flight from the scene of the crime and failure to
immediately surrender militate against appellant’s contention
of innocence “since an innocent person will not hesitate to
take prompt and necessary action to exonerate himself of the
crime imputed to him.”

5. I1D.; ID.; ID.; APPELLANT’S CULPABILITY FOR THE

KILLING OF THE VICTIM WASDULY ESTABLISHED
BY THE LONE PROSECUTION WITNESS.— Under these
circumstances, therule that “where the prosecution eyewitness
was familiar with both the victim and the accused, and where
the locus criminis afforded good visibility, and where no
improper motive can be attributed to the witness for testifying
against the accused, then [his] version of the story deserves
much weight,” thus applies. We are therefore convinced that
appellant’s culpability for the killing of the victim was duly
established by the testimony of the lone prosecution witness,
Valenciano.
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6. CRIMINAL LAW; MURDER; QUALIFYING
CIRCUMSTANCES; TREACHERY; ATTENDED THE
KILLING IN CASE AT BAR.— Murder isthe unlawful killing
by the accused of a person, which isnot parricide or infanticide,
committed with any of the attendant circumstances enumerated
in Article 248 of the Revised Penal Code, one of which is
treachery. Thekilling committed in this caseis neither parricide
nor infanticide and the same was attended with treachery. “There
istreachery when the offender commits any of the crimes against
the person, employing means, methods or formsin the execution
thereof which tend directly and specially to insureits execution,
without risk to himself arising from the defense which the
offended party might make.” “ The essence of treachery is that
the attack comes without a warning and in a swift, deliberate,
and unexpected manner, affording the hapless, unarmed, and
unsuspecting victim no chance to resist or escape.” In this
case, treachery is evident from the fact that the victim could
not have been aware of the imminent peril to hislife. He was
unprepared for the sudden, unexpected and unprovoked attack
on his person when appellant stabbed his back with a knife
then swiftly ran away. Clearly, appellant’s execution of the
killing left the victim with no opportunity to defend himself
or retaliate.

APPEARANCES OF COUNSEL

The Solicitor General for plaintiff-appellee.
Public Attorney’s Office for accused-appellant.

DECISION
DEL CASTILLO, J.:
“Well-settled istherule that the testimony of alone prosecution

witness, as long as it is credible and positive, can prove the
guilt of the accused beyond reasonable doubt.”!

! People v. Gonzales, G.R. No. 105689, February 23, 1994, 230 SCRA
291, 296. Citation omitted.



96 PHILIPPINE REPORTS

People vs. Jalbonian

On appeal isthe June 7, 2007 Decision? of the Court of Appeals
(CA) inCriminal Case No. CA-G.R. CR. HC No. 00565 which
affirmed with modification the March 5, 2003 Decision® of the
Regional Trial Court (RTC), Branch 61, Kabankalan City, Negros
Occidental in Criminal Case No. 917 declaring appellant Joemarie
Jalbonian alias “Budo” (appellant) guilty beyond reasonable
doubt of the crime of murder.

Factual Antecedents

OnJuly 30, 1991, an Information® for murder was filed against
appellant, the accusatory portion of which reads as follows:

That on or about the 26t day of January 1991, in the municipality
of Ilog, province of Negros Occidental, Philippines, and within the
jurisdiction of this Honorable Court, the above-named accused, who
is still at-large, armed with a bladed weapon, with evident
premeditation, treachery and with intent to kill, did, then and there,
willfully, unlawfully, and feloniously attack, assault and stab one
FORTUNATO QUINTANILLA, JR., thereby inflicting [a] mortal
stab wound [on] the back of the body of the latter, which caused the
death of said victim.

CONTRARY TO LAW.®
Appellant went into hiding for more than five years and was

apprehended only on July 10, 1996.5 During his arraignment,
he entered a plea of “not guilty.”” Thereafter, trial ensued.

2 CA rollo, pp. 87-97; penned by Associate Justice Isaias P. Dicdican
and concurred in by Associate Justices Antonio L. Villamor and Stephen
C. Cruz.

3 Records, pp. 104-107; penned by Judge Henry D. Arles.
“1d. at 1-2.

°1d. at 1.

®1d. at 106.

"1d. at 26.
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Evidence for the Prosecution

Barangay Chairman Oscar Valenciano (Valenciano) testified
that at 9:00 am. of January 26, 1991, a barangay assembly
meeting was held in Balicotoc Elementary School, a public
educational institution located in Brgy. Balicotoc, |1og, Negros
Occidental .2 After the meeting was adjourned at noon, the
participants including Valenciano left the school premises.®

From adistance of about three-armslength, Valenciano saw
appellant position himself behind Fortunato Quintanilla, Jr.%°
(Quintanilla), stab the latter on the back with a knife, and
immediately run away.** Valenciano ordered Julio Gaston, a
member of the Citizens Armed Forces Geographical Unit
(CAFGU), to chase appellant but the latter eluded arrest.?

Quintanillawas brought by Valenciano to the nearest hospital
but he died before reaching there.*®

The prosecution also intended to present aswitness Dr. Ricardo
P. Garrido, Rural Health Officer of 1log, Negros Occidental,
but his testimony was dispensed with'* as the prosecution and
the defense stipul ated on the existence of the death certificate®™
issued by him indicating that the victim died on January 26,
1991 dueto shock and hemorrhage resulting from a stab wound.

Recourse of the Defense

After the prosecution rested its case, appellant filed aMotion
for Leave to File [a] Motion to Dismiss (by way of Demurrer

8 TSN, May 27, 1997, pp. 4 and 7.
9 1d.

0 1d. at 5.

4.

2 1d. at 6.

B d.

¥ Records, p. 64.

15 Folder of Exhibits, Exh. “A”, p. 1.
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to Evidence).* However, the trial court denied the motion in
its Order dated May 14, 2002." Despite the denial, the defense
did not present any evidence anymore.

Ruling of the Regional Trial Court

On March 5, 2003, the trial court rendered a Decision®
convicting appellant of murder qualified by treachery. It gave
credenceto the testimony of VValenciano who identified appellant
as the perpetrator of the crime and gave a detailed account of
the stabbing incident. The trial court found that Valenciano
had no reason to falsely testify against the appellant and that
his account as to how appellant stabbed the victim was
corroborated by the death certificate. Inaddition, thetrial court
considered appellant’ sflight for morethan fiveyearsasindication
of hisguilt. Thedispositive portion of thetrial court’s Decision
reads as follows:

WHEREFORE, premises considered, the Court finds accused
Joemarie Jalbonian guilty beyond reasonable doubt of [the] crime
of murder as charged[,] qualified by treachery and hereby sentences
him to a penalty of RECLUSION PERPETUA and to pay the heirs
of the victim Fortunato Quintanilla, Jr. the amount of £50,000.00
by reason of his death.

It is hereby ordered that the accused be immediately remitted to
the National Penitentiary.

SO ORDERED.*
Appellant filed aNotice of Appeal,® which the RTC approved

inits Order? of April 10, 2003. Pursuant thereto, the records
of the case were elevated to this Court. However, in view of

16 Records, p. 68.
7 1d. at 78.

18 1d. at 104-107.
9 1d. at 106-107.
20 1d.. at 108.

2l |d. at 109.



VOL. 713, JULY 1, 2013 99

People vs. Jalbonian

our ruling in People v. Mateo? this case was remanded to the
CA for intermediate review.

Ruling of the Court of Appeals

Inits June 7, 2007 Decision,® the CA affirmed appellant’s
conviction but modified the RTC' sjudgment by ordering appel lant
to pay the heirs of the victim exemplary damages, viz:

WHEREFORE, in x x x view of the foregoing premises, the
instant appeal is hereby DISM|SSED and the decision of the court
aquoishereby AFFIRMED withMODIFICATION in that accused-
appellant Joemarie Jalbonian is further ordered to pay the heirs of
the deceased Fortunato Quintanilla, Jr. exemplary damages in the
amount of Twenty Five Thousand Pesos (P25,000.00). The decision
of the trial court is AFFIRMED as to all other respects.

SO ORDERED.*
Hence, the appeal before us.
Assignment of Error
Appellant seeks hisacquittal by assigning thelone error that:

THE COURT A QUO GRAVELY ERRED IN CONVICTING THE
ACCUSED-APPELLANT OF THE CRIME CHARGED DESPITE
THE INSUFFICIENCY OF EVIDENCE TO PROVE HIS [GUILT]
BEYOND REASONABLE DOUBT.®

The Parties’ Arguments

Appellant assailsthe credibility of Valenciano and contends
that the RTC erred in relying on the latter’s testimony which
was incredible and insufficient to prove his guilt. He posits
that if Valenciano was indeed following the victim, then the

22 G.R. Nos. 147678-87, July 7, 2004, 433 SCRA 640.
2 CA rollo, pp. 87-97.

24 |d. at 96. Emphases in the original.

% 1d. at 34.
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latter could not have seen the face of the attacker who must
necessarily position himself between him and the victim. And
in order for the assailant to stab the victim from behind, his
back must be turned against Vaenciano. Moreover, Vaenciano's
testimony was not even corroborated.?

Appellant likewise asserts that the fatal stab wound on the
back of thevictimisnot by itself proof of treachery. He maintains
that there is nothing on record to prove that he stabbed the
victim’s back to ensure the execution of the crime or to deprive
the victim of any chance to defend himself.?’

InitsBrief,?® the People of the Philippines, through the Office
of the Solicitor General (OSG), maintains that Valenciano
witnessed the commission of the crime since he wasjust afew
meters away from the victim when the latter was attacked in
broad daylight. Also, it was easy for Valenciano to identify
appellant since the former was then the Barangay Chairman
and, therefore, was familiar with the residents of the barangay.
The OSG likewise disputes appellant’ s claim that Valenciano’s
uncorroborated testimony adversely affects his credibility. It
argues that the testimony of a single witness, if truthful and
credible, issufficient to convict an accused. Besides, the factual
findings of the trial court, in the absence of showing that they
were reached arbitrarily or without sufficient basis, must be
upheld. The OSG further argues that the crime committed was
murder qualified by treachery since the suddenness of the assault
deprived the victim of an opportunity to either fight or flee.?®

Our Ruling

The appeal is unmeritorious.

% See Accused-Appellant’s Brief, id. at 32-43.
27 d.

% 1d. at 55-70.

2 |d.
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The testimony of Valenciano as the
lone witness for the prosecution
suffices to establish appellant’s
culpability for the crime charged.

We are convinced that it was appellant who killed the victim.
Valenciano clearly narrated the details of the stabbing incident
and positively identified appellant asthe assailant. Inasimple,
spontaneous, and straightforward manner, hetestified asfollows:

PROS. GATIA :

WITNESS

X X X
WITNESS

X X X

At around 12:00 o’ clock, x x X on January
26, 1991, can you remember where [y]ou
were]?

There was an assembly meeting and there was
an incident [that] happened. | was about to
go home after the assembly meeting [was]
adjourned at 12:00 o’clock noon, sir.

After your assembly meeting at Brgy. Balicotoc
on January 26, 1991 was adjourned, where
did you proceed?

We were following each other from the place
where the assembly meeting was held, sir.

What happened while you were going out
from the school where the assembly meeting
was held?

X X X X X X

| saw [the accused who was] following the
victim Fortunato Quintanilla [stab] him[. |
then] ordered the CAFGU to [chase] the
accused, sir.

X X X X X X

Y ou said you saw somebody [position] himself

at the back of Fortunato Quintanilla, Jr. and
[stab] him, who was this person who stabbed
Fortunato Quintinilla, Jr.?

Joemarie Jalbonian, sir.



102 PHILIPPINE REPORTS

People vs. Jalbonian

Q : Are you referring to this Joemarie Jalbonian
alias“Budo” whom you pointed out just awhile
ago?

A : Yes, sir.

Q : How far were you from Fortunato Quintanilla,
Jr. when he was stabbed by Joemarie Jalbonian?

A : About three (3) extended arms length, sir.*

X X X X X X X X X

Q : What did you do with Fortunato Quintanilla,
Jr. after he was stabbed?

A : | rushed for the transportation to bring the

victim, but he did not [survive] because about
five hundred meters we walked, sir.®

It has been held that when a testimony is given in a candid
and straightforward manner, there is no room for doubt that
thewitnessistelling thetruth.®2 Moreover, Vaenciano’ stestimony
on the stabbing of the victim was corroborated by the Certificate
of Death® attesting that the cause of death was a stab wound.

As to appellant’s argument that it was impossible for
Valenciano to personally identify him asthe assailant since the
victim and his attacker had their backs turned to Valenciano,
we find the same unworthy of credence.

Sufficeit to say that therelative position of the witness from
the victim and the assailant refers to a minor detail that does
not detract from his credibility. What is important is that
Valenciano witnessed the unfolding of the crime and was able
to positively identify appellant asthe cul prit.** In addition and

%0 TSN, May 27, 1997, pp. 4-5.

%l d. at 6.

32 people v. Marcelo, 421 Phil. 566, 578 (2001).
33 supra note 15.

34 People v. Dumayan, 410 Phil. 228, 238 (2001).
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ascorrectly pointed out by the OSG, Valenciano readily identified
appellant because the | atter used to reside in the same barangay
of which hewas barangay captain. Infact, hetestified asfollows:

PROS. GATIA :

WITNESS
Q

o >

A

Q
INTERPRETER

Mr. Valenciano, do you know the accused in
this case by the name of Joemarie Jalbonian?

Yes, sSir.

Do you know this accused by face and by
X X X name before January 26, 1991?

Yes, sir.
Why [do] you know him?

Because | was then a Barangay Captain [of
Brgy. Balicotoc.] | [am familiar with almost
all] the residents there, sir.

So, in 1991 of January you were then Barangay
Captain of Barangay Balicotoc?

Yes, sir.

If this Joemarie Jalbonian alias “Budo” is
here inside the courtroom, can you point to
him?

Yes, sir.
Please point to him?

The witness pointed to the person who stood
up[,] and when asked[,] identified himself as
Joemarie Jalbonian y Mellendez.®

Also, the fact that Valenciano was just a few meters away
from thevictim and that the crime was committed in broad daylight
bolster Valenciano’ sidentification of appellant asthe assailant.

Likewise untenableisappellant’ s contention that Valenciano's
testimony cannot be relied upon since it was not corroborated
by other witnesses to the crime. Finding of guilt based on the

%5 TSN, May 27, 1997, p. 3.
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testimony of alone witnessis not uncommon.* “For although
the number of witnesses may be considered a factor in the
appreciation of evidence, preponderanceis not necessarily with
the greatest number and conviction can still be had on the basis
of the credible and positive testimony of a single witness.
Corroborative evidence is deemed necessary ‘only when there
are reasons to warrant the suspicion that the witness falsified
the truth or that his observation had been inaccurate.’”*” This
iS not obtaining in this case.

Moreover, appellant also failed to attribute any improper
motiveto Valenciano to falsely testify against him. Therewas
no evidence to establish that VValenciano harbored any ill-will
against appellant or that he had reasonsto fabricate histestimony.
In the absence of proof to the contrary, the presumption isthat
the witness was not moved by any ill-will and was untainted by
bias, and thus worthy of belief and credence.®® Furthermore,
appellant’s immediate departure from the scene of the crime
and successful effort to elude arrest until his apprehension more
thanfiveyearslater are not consistent with hisclaim of innocence.
Flight from the scene of the crime and failure to immediately
surrender militate against appellant’s contention of innocence
“since an innocent person will not hesitate to take prompt and
necessary action to exonerate himself of the crime imputed to
him.”°

Under these circumstances, therule that “where the prosecution
eyewitness was familiar with both the victim and the accused,
and where thelocus criminis afforded good visibility, and where
no improper motive can be attributed to the witness for testifying
against the accused, then [his] version of the story deserves

36 people v. Tulop, 352 Phil. 130, 148 (1998).
7 1d. at 148-149.

3% people v. Manulit, G.R. No. 192581, November 17, 2010, 635 SCRA
426, 437.

% people v. Agacer, G.R. No. 177751, December 14, 2011, 662 SCRA
461, 476.
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much weight,” 4 thus applies. We are therefore convinced that
appellant’s culpability for the killing of the victim was duly
established by the testimony of the lone prosecution witness,
Valenciano.

The crime committed by appellant is
murder qualified by treachery.

Murder is the unlawful killing by the accused of a person,
whichisnot parricide or infanticide, committed with any of the
attendant circumstances enumerated in Article 248* of the
Revised Penal Code, one of which is treachery.

The killing committed in this case is neither parricide nor
infanticide and the same was attended with treachery. “ There
istreachery when the offender commits any of the crimes against
the person, employing means, methods or formsin the execution
thereof which tend directly and specially to insureits execution,
without risk to himself arising from the defense which the offended

40 pegplev. Villacorta, G.R. No. 186412, September 7, 2011, 657 SCRA
270, 278.

41 Article 248. Murder.— Any person who, not falling within the
provisions of Article 246, shall kill another, shall be guilty of murder and
shall be punished by reclusion perpetua to death if committed with any of
the following attendant circumstances:

1. With treachery, taking advantage of superior strength, with the
aid of armed men, or employing means to weaken the defense, or
of means or persons to insure or afford impurity;

2. In consideration of a price, reward, or promise;

3. By means of inundation, fire, poison, explosion, shipwreck,
stranding of a vessel, derailment or assault upon a railroad, fall
of an airship, by means of motor vechicles, or with the use of any
other means involving great waste and ruin;

4. On occasion of any of the calamities enumerated in the preceding
paragraph, or of an earthquake, eruption of avolcano, destructive
cyclone, epidemic, or any other public calamity;

5. With evident premeditation;

6. With cruelty, by deliberately and inhumanly augmenting the
suffering of the victim, or outraging or scoffing at his person or
corpse.
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party might make.” % “ The essence of treachery isthat the attack
comeswithout awarning and in aswift, deliberate, and unexpected
manner, affording the hapless, unarmed, and unsuspecting victim
no chance to resist or escape.”*

Inthis case, treachery isevident from the fact that the victim
could not have been aware of theimminent peril to hislife. He
was unprepared for the sudden, unexpected and unprovoked
attack on his person when appellant stabbed his back with a
knife then swiftly run away. Clearly, appellant’s execution of
thekilling left the victim with no opportunity to defend himself
or retaliate.*

The Proper Penalty

Article 248 of the Revised Penal Code providesthat the penalty
for the crime of murder is reclusion perpetua to death. As
correctly imposed by thetrial court and as affirmed by the CA,
appellant must suffer the prison term of reclusion perpetua,
thelower of the said two indivisible penalties, due to the absence
of an aggravating circumstance attending the commission of
the crime.

The Civil Liability

Appellant must indemnify the heirs of the victim since death
resulted from the crime. The heirs of the victim are entitled
to an award of civil indemnity in the amount of £75,000.00,
which is mandatory and is granted without need of evidence
other than the commission of the crime.*®* Hence, we increase
theaward for civil indemnity made by thetrial court and affirmed
by the CA from £50,000.00 to £75,000.00. Also, while the CA
correctly ordered appellant to pay the heirs of the victim exemplary

42 RevISED PENAL CODE, Article 14(16).

43 peoplev. Dela Cruz, G.R. No. 188353, February 16, 2010, 612 SCRA
738, 747.

4 people v. Villacorta, supra note 40 at 286.
4 people v. Asis, G.R. No. 177573, July 7, 2010, 624 SCRA 509, 530.
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damages, the amount awarded must beincreased from £25,000.00
to £30,000.00 in line with current jurisprudence.*

Aside from these, moral damages in the sum of £50,000.00
must likewise be awarded “ despite the absence of proof of mental
and emotional suffering of the victim’s heirs. As borne out by
human nature and experience, a violent death invariably and
necessarily brings about emotional pain and anguish on the part
of thevictim’sfamily.”*” Moreover, while actual damages cannot
be awarded since there was no evidence of actual expenses
incurred for the death of the victim, in lieu thereof, the sum of
P25,000.00 may be granted, asit is hereby granted, by way of
temperate damages “ as it cannot be denied that the heirs of the
[victim] suffered pecuniary loss although the exact amount was
not proved.”* “Thisaward is adjudicated so that aright which
has been violated may be recognized or vindicated, and not for
the purpose of indemnification.”* An interest at the legal rate
of 6% percent from the finality of thisjudgment until fully paid
should also be awarded to the heirs of the victim.>°

WHEREFORE, the appeal is DISMISSED. The assailed
June 7, 2007 Decision of the Court of Appeals in CA-G.R.
CR.HC No. 00565 isAFFIRMED with modificationsin that
(1) the awards of civil indemnity and exemplary damages are
increased to £75,000.00 and £30,000.00, respectively; (2)
appellant Joemarie Jalbonian alias “Budo” is ordered to pay
the victim’ s heirs the amounts of £50,000.00 as moral damages,
P25,000.00 as temperate damages, and interest at the legal rate
of six percent (6%) on all the amounts of damages awarded,
commencing from the date of finality of this Decision until fully
paid.

4 people v. Lucero, G.R. No. 179044, December 6, 2010, 636 SCRA
533, 543.

47 people v. Asis, supra note 45 at 530-531.
4 people v. Lucero,supra note 46.

4 People v. Beduya, G.R. No. 175315, August 9, 2010, 627 SCRA
275, 289.

%0 people v. Asis, supra note 45 at 532.
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Costs against appellant.
SO ORDERED.

Carpio (Chairperson), Brion, Perez, and Perlas-Bernabe,
JJ., concur.

FIRST DIVISION

[G.R. No. 189316. July 1, 2013]

PHILIPPINE NATIONAL BANK, petitioner, vs.

SPOUSESBERNARD and CRESENCIA MARANON,
respondents.

SYLLABUS

1. REMEDIAL LAW; CIVIL PROCEDURE; JUDGMENTS;

DOCTRINE OF IMMUTABILITY OF JUDGMENTS; THE
ISSUE ONPETITIONER'SSTATUSASA MORTGAGEE
IN GOOD FAITH HAVE BEEN ADJUDGED WITH
FINALITY AND IT WASERROR FOR THE COURT OF
APPEALS TO STILL DELVE INTO AND WORSE,
OVERTURN, THE SAME.— Itisreadily apparent from the
facts at hand that the status of PNB’s lien on the subject lot
has already been settled by the RTC inits Decision dated June
2, 2006 where it was adjudged as a mortgagee in good faith
whose lien shall subsist and be respected. The decision lapsed
into finality when neither of the parties moved for its
reconsideration or appealed. Being a final judgment, the
dispositions and conclusions therein have become immutable
and unalterable not only as against the parties but even the
courts. This is known as the doctrine of immutability of
judgments which espouses that a judgment that has acquired
finality becomesimmutable and unalterable, and may no longer
be modified in any respect even if the modification is meant
to correct erroneous conclusions of fact or law and whether it
will be made by the court that rendered it or by the highest
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court of the land. x x x Hence, as correctly argued by PNB,
the issue on its status as a mortgagee in good faith have been
adjudged with finality and it was error for the CA to still delve
into and, worse, overturn, the sasme. The CA had no other
recourse but to uphold the status of PNB as a mortgagee in
good faith regardless of its defects for the sake of maintaining
stability of judicial pronouncements. “The main role of the
courts of justice isto assist in the enforcement of the law and
in the maintenance of peace and order by putting an end to
judiciable controversies with finality. Nothing better serves
this role than the long established doctrine of immutability of
judgments.”

2. CIVIL LAW; CIVIL CODE; CONTRACTS; MORTGAGE;
IN CASE OF NON-PAYMENT OF THE SECURED DEBT,
FORECLOSURE PROCEEDINGS SHALL COVER NOT
ONLY THE HYPOTHECATED PROPERTY BUT ALL
ITSACCESSIONSAND ACCESSORIESASWELL.— Rent
isacivil fruit that belongsto the owner of the property producing
it by right of accession. The rightful recipient of the disputed
rent in this case should thus be the owner of the subject lot at
the time the rent accrued. It is beyond question that Spouses
Marafion never lost ownership over the subject lot. This is
the precise consequence of the final and executory judgment
in Civil Case No. 7213 rendered by the RTC on June 3, 2006
whereby the title to the subject lot was reconveyed to them
and the cloud thereon consisting of Emilie’s fraudulently
obtained title was removed. ldeally, the present dispute can
be simply resolved on the basis of such pronouncement.
However, the application of related legal principles ought to
be clarified in order to settle the intervening right of PNB as
a mortgagee in good faith. The protection afforded to PNB as
amortgageein good faith refersto theright to have its mortgage
lien carried over and annotated on the new certificate of title
issued to Spouses Marafion as so adjudged by the RTC.
Thereafter, to enforce such lien thru foreclosure proceedings
in case of non-payment of the secured debt, as PNB did so
pursue. The principle, however, is not the singular rule that
governs real estate mortgages and foreclosures attended by
fraudulent transfers to the mortgagor. Rent, as an accessory
follow the principal. In fact, when the principal property is
mortgaged, the mortgage shall include all natural or civil fruits
and improvements found thereon when the secured obligation
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becomes due as provided in Article 2127 of the Civil Code.
X X X Consequently, in case of non-payment of the secured
debt, foreclosure proceedings shall cover not only the
hypothecated property but all its accessions and accessories
aswell. Thiswasillustrated in the early case of Cu Unjieng
e Hijos v. Mabalacat Sugar Co. where the Court held: That
a mortgage constituted on a sugar central includes not only
the land on which it is built but also the buildings, machinery,
and accessoriesinstalled at the time the mortgage was constituted
as well as the buildings, machinery and accessories belonging
to the mortgagor, installed after the constitution thereof
x X X [.] Applying such pronouncement in the subsequent case
of Spouses Paderes v. Court of Appeals, the Court declared
that the improvements constructed by the mortgagor on the
subject lot are covered by the real estate mortgage contract
with the mortgagee bank and thus included in the foreclosure
proceedings instituted by the latter.

3. 1D.; ID.; ID.; ARTICLE 2127 OF THE CIVIL CODE IS

PREDICATED ON THE PRESUMPTION THAT THE
OWNERSHIP OF ACCESSIONS AND ACCESSORIES
ALSO BELONGS TO THE MORTGAGOR AS THE
OWNER OF THE PRINCIPAL.— However, the rule is not
without qualifications. In Castro, Jr. v. CAthe Court explained
that Article 2127 is predicated on the presumption that the
ownership of accessions and accessories also belongs to the
mortgagor as the owner of the principal. After all, it is an
indispensable requisite of a valid real estate mortgage that
the mortgagor be the absolute owner of the encumbered property,
thus: [A]ll improvements subsequently introduced or owned
by the mortgagor on the encumbered property are deemed to
form part of the mortgage. That the improvements are to be
considered so incorporated only if so owned by the mortgagor
isarulethat can hardly be debated since a contract of security,
whether, real or personal, needs as an indispensable element
thereof the ownership by the pledgor or mortgagor of the property
pledged or mortgaged. x x x. Otherwise stated, absent an adverse
claimant or any evidence to the contrary, all accessories and
accessions accruing or attached to the mortgaged property are
included in the mortgage contract and may thus also be
foreclosed together with the principal property in case of non-
payment of the debt secured. Corollary, any evidence sufficiently
overthrowing the presumption that the mortgagor owns the
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mortgaged property precludes the application of Article 2127.
Otherwise stated, the provision is irrelevant and inapplicable
to mortgages and their resultant foreclosures if the mortgagor
is later on found or declared to be not the true owner of the
property, as in the instant case.

4. 1D.; ID.; ID.; SINCE THE MORTGAGORS IN CASE AT
BAR ARE NOT THE TRUE OWNERSOF THE SUBJECT
LOT MUCH LESS OF THE BUILDING WHICH
PRODUCED THE DISPUTED RENT, THE
FORECLOSURE PROCEEDINGS COULD NOT HAVE
INCLUDED THE BUILDING FOUND ON THE SUBJECT
LOT AND THE RENT IT YIELDS.— It is beyond question
that PNB’ s mortgagors, Spouses Montealegre, are not the true
owners of the subject lot much less of the building which
produced the disputed rent. The foreclosure proceedings on
August 16, 1991 caused by PNB could not have, thus, included
the building found on the subject lot and the rent it yields.
PNB’slien as amortgagee in good faith pertains to the subject
lot alone because the rule that improvements shall follow the
principal in a mortgage under Article 2127 of the Civil Code
does not apply under the premises. Accordingly, since the
building was not foreclosed, it remains a property of Spouses
Marafion; it is not affected by non-redemption and is excluded
from any consolidation of title made by PNB over the subject
lot. Thus, PNB’s claim for the rent paid by Tolete has no
basis. It must be remembered that thereistechnically nojuridical
tie created by a valid mortgage contract that binds PNB to the
subject lot because its mortgagor was not the true owner. But
by virtue of the mortgagee in good faith principle, the law
allows PNB to enforce its lien. We cannot, however, extend
such principle so as to create a juridical tie between PNB and
the improvements attached to the subject ot despite clear and
undeniable evidence showing that no such juridical tie exists.

5. ID.; ID.; ID.; AS A PURCHASER IN THE PUBLIC SALE,
PETITIONER BANK WAS ONLY SUBSTITUTED TO
AND ACQUIRED THE RIGHT, TITLE, INTEREST AND
CLAIM OF THE MORTGAGOR TO THE PROPERTY
AT THE TIME OF THE LEVY.— Lastly, it is worthy to
note that the effects of the foreclosure of the subject lot isin
fact still contentious considering that as a purchaser in the
public sale, PNB was only substituted to and acquired theright,
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title, interest and claim of the mortgagor to the property as of
the time of the levy. There being already a final judgment
reconveying the subject lot to Spouses Marafion and declaring
as null and void Emilie’'s purported claim of ownership, the
legal consequences of the foreclosure sale, expiration of the
redemption period and even the consolidation of the subject
lot’s title in PNB’s name shall be subjected to such final
judgment. Thisisthe clear import of the ruling in Unionbank
of the Philippines v. Court of Appeals: This is because as
purchaser at apublic auction, UNIONBANK isonly substituted
to and acquirestheright, title, interest and claim of the judgment
debtors or mortgagors to the property at the time of levy.
Perforce, the judgment in the main action for reconveyance
will not be rendered ineffectual by the consolidation of ownership
and the issuance of title in the name of UNIONBANK.
Nonetheless, since the present recourse stemmed from a mere
motion claiming ownership of rent and not from a main action
for annulment of the foreclosure sale or of its succeeding
incidents, the Court cannot proceed to make a ruling on the
bearing of the CA’s Decision dated June 18, 2008 to PNB’s
standing as a purchaser in the public auction. Such matter
will have to be threshed out in the proper forum.

APPEARANCES OF COUNSEL

Eulogia M. Cueva for petitioner.
Leong Amihan Esuerte & Associates for respondents.

RESOLUTION

REYES, J.:

Thisisapetition for review on certiorari* under Rule 45 of
the Rules of Court, assailing the Decision? dated June 18, 2008
and Resolution® dated August 10, 2009 of the Court of Appeals

! Rollo, pp. 28-55.

2 penned by Associate Justice Stephen C. Cruz, with Associate Justices
Antonio L. Villamor and Florito S. Macalino, concurring; id. at 9-20.

3 1d. at 21-23.
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(CA) in CA-G.R. SP No. 02513, which affirmed in toto the
Orders dated September 8, 2006* and December 6, 2006° of
the Regional Trial Court (RTC) of Bacolod City, Branch 54,
directing petitioner Philippine National Bank (PNB) to release
in favor of Spouses Bernard and Cresencia Marafion (Spouses
Marafion) therental feesit received amounting to Thirty Thousand
Pesos (P30,000.00).

The Facts

The controversy at bar involves a 152-square meter parcel
of land located at Cuadra-Smith Streets, Downtown, Bacolod
(subject lot) erected with abuilding leased by various tenants.
The subject lot was among the properties mortgaged by Spouses
Rodolfo and Emilie Monteal egre (Spouses M onteal egre) to PNB
as a security for a loan. In their transactions with PNB,
Spouses Montealegre used Transfer Certificate of Title (TCT)
No. T-156512 over the subject lot purportedly registered in the
name of Emilie Montealegre (Emilie).5

When Spouses Montealegre failed to pay the loan, PNB
initiated foreclosure proceedings on the mortgaged properties,
including the subject lot. In the auction sale held on August 16,
1991, PNB emerged as the highest bidder. It was issued the
corresponding Certificate of Sale dated December 17, 19917
which was subsequently registered on February 4, 1992.8

Before the expiration of the redemption period or on July
29, 1992, Spouses Mararion filed before the RTC a complaint
for Annulment of Title, Reconveyance and Damages® against
Spouses Montealegre, PNB, the Register of Deeds of Bacolod
City and the Ex-Officio Provincial Sheriff of Negros Occidental.

4 1d. at 130.

5Id. at 137.

6 1d. at 73-87.

7 1d. at 98-99.

8 See TCT No. T-156512 in the name of Emilie Montealegre; id. at 96-97.
9 1d. at 88-92.
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The complaint, docketed as Civil Case No. 7213, alleged that
Spouses Marafion are the true registered owners of the subject
lot by virtue of TCT No. T-129577 which wasillegally cancelled
by TCT No. T-156512 under the name of Emilie who used a
falsified Deed of Sale bearing the forged signatures of Spouse
Marafion® to effect the transfer of title to the property in her
name.

Inits Answer,!* PNB averred that it is a mortgagee in good
faith and for value and that its mortgage lien on the property
was registered thus valid and binding against the whole world.

As reflected in the Pre-trial Order*? dated March 12, 1996,
the parties stipulated, among others, that the period for legal
redemption of the subject lot has already expired.

While the trial proceedings were ongoing, Paterio Tolete
(Tolete), one of the tenants of the building erected on the subject
lot deposited his rental payments with the Clerk of Court of
Bacolod City which, as of October 24, 2002, amounted to
P144,000.00.

On June 2, 2006, the RTC rendered its Decision*® in favor
of the respondents after finding, based on the expert testimony
of Colonel Rodolfo Castillo, Head of the Forensic Technology
Section of Bacolod City Philippine National Police, that the
signatures of Spouses Mararfion in the Deed of Sale presented
by Spouses Monteal egre before the Register of Deedsto cause
the cancellation of TCT No. T-129577 were forged. Hence,
the RTC concluded the sale to be null and void and as such it
did not transfer any right or title in law. PNB was adjudged
to be a mortgagee in good faith whose lien on the subject lot
must berespected. Accordingly, the Decision disposed asfollows:

WHEREFORE, judgment is hereby rendered in favor of the
plaintiffs [herein respondents]:

10 1d. at 93-97.

1 1d. at 100-107.
21d. at 115-117.
18 1d. at 118-122.
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1. The cancellation of TCT No. 129577 over Lot 177-A-1 Bacolod
Cadastre in the name of Bernard Marafion and the issuance of new
TCT No. 156512 in the name of defendant Emilie Montealegre are
hereby declared null and void,;

2. The defendant Emilie Montealegre is ordered to reconvey the
title over Lot No. 177-A-1, Bacolod Cadastre back to the plaintiffs
Marafion [herein respondents];

3. The Real Estate Mortgage lien of the Philippine National Bank
registered on the title of Lot No. 177-A-1 Bacolod Cadastre shall
stay and be respected; and

4. The defendants - Emilie Montealegre and spouse are ordered
to pay attorney’s fees in the sum of Php50,000.00, and to pay the
costs of the suit.

SO ORDERED.*

Neither of the parties sought areconsideration of the above
decision or any portion thereof nor did they elevate the same
for appellate review.

What precipitated the controversy at hand were the subsequent
motions filed by Spouses Marafion for release of the rental
payments deposited with the Clerk of Court and paid to PNB
by Tolete.

OnJune 13, 2006, Spouses Marafion filed an Urgent Motion
for the Withdrawal of Deposited Rentals!® praying that the
P144,000.00 rental fees deposited by Tolete with the Clerk of
Court be released in their favor for having been adjudged as
the real owner of the subject lot. The RTC granted the motion
in its Order'® dated June 28, 2006.

On September 5, 2006, Spouses Marafion again filed with
the RTC an Urgent Ex-Parte Motion for Withdrawal of Deposited
Rental s’ praying that the £30,000.00 rental fees paid to PNB

¥ 1d. at 122.
15 1d. at 123-124.
16 1d. at 126.
7 1d. at 127-128.
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by Tolete on December 12, 1999 be released in their favor.
The said lease payments were for the five (5)-month period
from August 1999 to December 1999 at the monthly lease rate
of £6,000.00.

The RTC granted the motion in its Order*® dated September
8, 2006 reasoning that pursuant to its Decision dated June 2,
2006 declaring Spouses Marafion to bethe true registered owners
of the subject lot, they are entitled to its fruits.

The PNB differed with the RTC’s ruling and moved for
reconsideration averring that as declared by the RTC in its
Decision dated June 2, 2006, its mortgage lien should be carried
over to the new title reconveying the lot to Spouses Marafion.
PNB further argued that with the expiration of the redemption
period on February 4, 1993, or one (1) year from the registration
of the certificate of sale, PNB is now the owner of the subject
lot hence, entitled to its fruits. PNB prayed that (1) the Order
dated September 8, 2006 be set aside, and (2) an order be issued
directing Spouses Mararion to turn over to PNB the amount of
P144,000.00 released in their favor by the Clerk of Court.®

On November 20, 2006, the RTC issued an Order again
directing PNB to release to Spouses Mararion the £30,000.00
rental payments considering that they were adjudged to have
retained ownership over the property.?

On December 6, 2006, the RTC issued another Order denying
PNB’s maotion for reconsideration and reiterating the directives
in its Order dated September 8, 2006.%

Aggrieved, PNB sought recourse with the CA via a petition
for certiorari and mandamus® claiming that asthe lawful owner
of the subject lot per the RTC’ s judgment dated June 2, 2006,

18 1d. at 130.
9 1d. at 131-135.
20 1d. at 136.
2l 1d. at 137.
22 1d. at 138-158.
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it is entitled to the fruits of the same such as rentals paid by
tenants hence, the ruling that “the real estate mortgage lien of
the [PNB] registered on the title of Lot No. 177-A-1 Bacolod
Cadastre shall stay and be respected.” PNB also contended that
it is an innocent mortgagee.

Inits Decision® dated June 18, 2008, the CA denied the petition
and affirmed the RTC’ s judgment ratiocinating that not being
parties to the mortgage transaction between PNB and Spouses
M onteal egre, Spouses Mararion cannot be deprived of thefruits
of the subject lot as the same will amount to deprivation of
property without due process of law. The RTC further held
that PNB is not amortgagee in good faith because asafinancial
institution imbued with public interest, it should have looked
beyond the certificate of title presented by Spouses Montealegre
and conducted an inspection on the circumstances surrounding
the transfer to Spouses Montealegre. The decretal portion of
the Decision thus read:

WHEREFORE, in view of the foregoing, the petition is hereby
DISMISSED. The Orders dated September 8, 2006 and December
6, 2006, rendered by the respondent Presiding Judge of the Regional
Trial Court, Branch 54, Bacolod City, in Civil Case NO. 7213 directing
the release of the deposited rental in the amount of THIRTY
THOUSAND PESOS ([]30,000.00) to private respondents are hereby
AFFIRMED.

SO ORDERED.#

PNB moved for reconsideration? but the motion was denied
inthe CA Resolution dated August 10, 2009.% Hence, the present
recourse whereby PNB argues that the RTC Decision dated
June 2, 2006 lapsed into finality when it was not appealed or
submitted for reconsideration. Assuch, all conclusionstherein
areimmutable and can no longer be modified by any court even

2 1d. at 9-20.

2 1d. at 19.

% 1d. at 160-166.
% 1d. at 21-23.
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by the RTC that rendered the same. The CA however erroneously
altered the RTC Decision by reversing the pronouncement that
PNB is a mortgagee-in-good-faith.

PNB further asseverates that its mortgage lien was carried
over to the new title issued to Spouses Marafion and thus it
retai ned the right to foreclose the subject ot upon non-payment
of the secured debt. PNB asserts that it is entitled to the rent
becauseit becamethe subject lot’ snew owner when the redemption
period expired without the property being redeemed.

Ruling of the Court

We deny the petition.

It is readily apparent from the facts at hand that the status
of PNB’slien on the subject |ot has already been settled by the
RTC inits Decision dated June 2, 2006 where it was adjudged
as a mortgagee in good faith whose lien shall subsist and be
respected. The decision lapsed into finality when neither of the
parties moved for its reconsideration or appeal ed.

Being afinal judgment, the dispositions and conclusionstherein
have become immutable and unalterabl e not only as against the
parties but even the courts. Thisis known as the doctrine of
immutability of judgmentswhich espousesthat ajudgment that
has acquired finality becomes immutable and unalterable, and
may no longer be modified in any respect even if the modification
iS meant to correct erroneous conclusions of fact or law and
whether it will be made by the court that rendered it or by the
highest court of the land.?” The significance of this rule was
emphasized in Apo Fruits Corporation v. Court of Appeals,?®
to wit:

27 Keppel Cebu Shipyard, Inc. v. Pioneer Insurance and Surety
Corporation, G.R. Nos. 180880-81, September 18, 2012, 681 SCRA 44,
60, citing FGU Insurance Corporation v. Regional Trial Court of Makati
City, Branch 66, G.R. No. 161282, February 23, 2011, 644 SCRA 50.

28 G.R. No. 164195, December 4, 2009, 607 SCRA 200.
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The reason for the rule is that if, on the application of one party,
the court could change its judgment to the prejudice of the other,
it could thereafter, on application of the latter, again change the
judgment and continue this practice indefinitely. The equity of a
particular case must yield to the overmastering need of certainty
and unalterability of judicial pronouncements.

The doctrine of immutability and inalterability of afinal judgment
has a two-fold purpose: (1) to avoid delay in the administration of
justice and thus, procedurally, to make orderly the discharge of judicial
business and (2) to put an end to judicial controversies, at the risk
of occasional errors, whichisprecisely why courts exist. Controversies
cannot drag on indefinitely. The rights and obligations of every
litigant must not hang in suspense for an indefinite period of time.
The doctrine is not a mere technicality to be easily brushed aside,
but a matter of public policy as well as a time-honored principle of
procedural law.?® (Citations omitted)

Hence, as correctly argued by PNB, the issue on its status
as amortgagee in good faith have been adjudged with finality
anditwaserror for the CA to still delveinto and, worse, overturn,
the same. The CA had no other recourse but to uphold the status
of PNB as a mortgagee in good faith regardless of its defects
for the sake of maintaining stability of judicial pronouncements.
“The main role of the courts of justice is to assist in the
enforcement of the law and in the maintenance of peace and
order by putting an end to judiciable controversieswith finality.
Nothing better servesthisrole than the long established doctrine
of immutability of judgments.”*°

Further, it must be remembered that what reached the CA on
certiorari were RTC resolutions issued long after the finality
of the Decision dated June 2, 2006. The RTC Orders dated
September 8, 2006 and December 6, 2006 were implements of
the pronouncement that Spouses Marafion are still the rightful
owners of the subject lot, a matter that has been settled with
finality as well. This notwithstanding, the Court agrees with
the ultimate outcome of the CA’s assailed resolutions.

2 1d. at 213-214.
30 1d. at 212-213.
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Rentisacivil fruit® that belongsto the owner of the property3
producing it by right of accession®®.3* Therightful recipient of
the disputed rent in this case should thus be the owner of the
subject lot at the time the rent accrued. It is beyond question
that Spouses Marafion never lost ownership over the subject
lot. Thisisthe precise consequence of the final and executory
judgment in Civil Case No. 7213 rendered by the RTC on June 3,
2006 whereby the title to the subject lot was reconveyed to
them and the cloud thereon consisting of Emilie’ s fraudulently
obtained title was removed. Ideally, the present dispute can be
simply resolved on the basis of such pronouncement. However,
the application of related legal principles ought to be clarified
in order to settle the intervening right of PNB as a mortgagee
in good faith.

The protection afforded to PNB as amortgagee in good faith
refers to the right to have its mortgage lien carried over and
annotated on the new certificate of title issued to Spouses
Marafion® as so adjudged by the RTC. Thereafter, to enforce

31 CiviL CoDE, Article 442. Natural fruits are the spontaneous products
of the soil, and the young and other products of animals.

Industrial fruits are those produced by lands of any kind through cultivation
of labor.

Civil fruits are the rent of buildings, the price of leases of lands and
other property and the amount of perpetual or life annuities or other similar
income.

32 CIvIL CODE, Article 441. To the owner belongs:

(1) The natural fruits;

(2) The industrial fruits;

(3) The civil fruits.

33 CiviL CoDE, Article 440. The ownership of property gives the right

of accession to everything which is produced thereby or whichisincorporated
or attached thereto, either naturally or artificially.

34 Equatorial Realty Development, Inc. v. Mayfair Theater, Inc., 421
Phil. 709, 730 (2001).

35 See Philippine Banking Corporation v. Dy, G.R. No. 183774, November
14, 2012, 685 SCRA 567, 577.



VOL. 713, JULY 1, 2013 121

Phil. National Bank vs. Sps. Marafion

such lien thru foreclosure proceedings in case of non-payment
of the secured debt,* as PNB did so pursue. The principle,
however, isnot the singular rulethat governsreal estate mortgages
and foreclosures attended by fraudul ent transfersto the mortgagor.

Rent, as an accessory follow the principal .** In fact, when
the principal property is mortgaged, the mortgage shall include
al natural or civil fruitsand improvements found thereon when
the secured obligation becomes due as provided in Article 2127
of the Civil Code, viz

Art. 2127. The mortgage extends to the natural accessions, to
the improvements, growing fruits, and the rents or income not yet
received when the obligation becomes due, and to the amount of
the indemnity granted or owing to the proprietor from the insurers
of the property mortgaged, or in virtue of expropriation for public
use, with the declarations, amplifications and limitations established
by law, whether the estate remainsin the possession of the mortgagor,
or it passes into the hands of a third person.

Consequently, in case of non-payment of the secured debt,
foreclosure proceedings shall cover not only the hypothecated
property but all its accessions and accessories as well. This
was illustrated in the early case of Cu Unjieng e Hijos v.
Mabalacat Sugar Co.*® where the Court held:

That a mortgage constituted on a sugar central includes not only
the land on which it is built but also the buildings, machinery, and
accessories installed at the time the mortgage was constituted as
well as the buildings, machinery and accessories belonging to the
mortgagor, installed after the constitution thereof x x x [.]*°

36 Equitable PCI Bank, Inc. v. OJ-Mark Trading, Inc., G.R. No. 165950,
August 11, 2010, 628 SCRA 79, 91.

37 Torbela v. Rosario, G.R. No. 140528, December 7, 2011, 661 SCRA
633, 675.

38 58 Phil. 439 (1933).

39d. at 445, citing Bischoff v. Pomar and Compania General de Tabacos,
12 Phil. 690 (1909).
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Applying such pronouncement in the subsequent case of
Spouses Paderesv. Court of Appeals,* the Court declared that
the improvements constructed by the mortgagor on the subject
lot are covered by the real estate mortgage contract with the
mortgagee bank and thusincluded in the forecl osure proceedings
instituted by the latter.*

However, the ruleis not without qualifications. In Castro,
Jr. v. CA*2 the Court explained that Article 2127 is predicated
on the presumption that the ownership of accessions and
accessories also belongs to the mortgagor as the owner of the
principal. After all, it is an indispensable requisite of avalid
real estate mortgage that the mortgagor be the absolute owner
of the encumbered property, thus:

[ATIl improvements subsequently introduced or owned by the
mortgagor on the encumbered property are deemed to form part of
the mortgage. That the improvements are to be considered so
incorporated only if so owned by the mortgagor is a rule that can
hardly be debated since acontract of security, whether, real or personal,
needs as an indispensabl e element thereof the ownership by the pledgor
or mortgagor of the property pledged or mortgaged. x x x.** (Citation
omitted)

Otherwise stated, absent an adverse claimant or any evidence
tothe contrary, all accessoriesand accessionsaccruing or attached
to the mortgaged property are included in the mortgage contract
and may thus also be foreclosed together with the principal
property in case of non-payment of the debt secured.

Corollary, any evidence sufficiently overthrowing the
presumption that the mortgagor owns the mortgaged property
precludes the application of Article 2127. Otherwise stated,
the provision is irrelevant and inapplicable to mortgages and
their resultant foreclosures if the mortgagor is later on found

40 502 Phil. 76 (2005).
4 1d. at 95.
42 321 Phil. 262 (1995).
3 1d. at 267.
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or declared to be not the true owner of the property, asin the
instant case.

It is beyond question that PNB’s mortgagors, Spouses
Montealegre, are not the true owners of the subject ot much
less of the building which produced the disputed rent. The
foreclosure proceedings on August 16, 1991 caused by PNB
could not have, thus, included the building found on the subject
lot and the rent it yields. PNB’s lien as a mortgagee in good
faith pertains to the subject lot alone because the rule that
improvements shall follow the principal in a mortgage under
Article 2127 of the Civil Code does not apply under the premises.
Accordingly, since the building was not foreclosed, it remains
a property of Spouses Marafion; it is not affected by non-
redemption and is excluded from any consolidation of title made
by PNB over the subject lot. Thus, PNB’s claim for the rent
paid by Tolete has no basis.

It must be remembered that there is technically no juridical
tie created by a valid mortgage contract that binds PNB to the
subject lot because its mortgagor was not the true owner. But
by virtue of the mortgagee in good faith principle, the law allows
PNB to enforce its lien. We cannot, however, extend such
principle so as to create a juridical tie between PNB and the
improvements attached to the subject lot despite clear and
undeniable evidence showing that no such juridical tie exists.

Lastly, itisworthy to note that the effects of the foreclosure
of the subject lot isin fact still contentious considering that as
a purchaser in the public sale, PNB was only substituted to
and acquired theright, title, interest and claim of the mortgagor
to the property as of thetime of thelevy.* There being already
afinal judgment reconveying the subject ot to Spouses Mararion
and declaring as null and void Emilie’s purported claim of
ownership, the legal consequences of the foreclosure sale,
expiration of the redemption period and even the consolidation
of the subject lot’s title in PNB’s name shall be subjected to

“ PNB v. CA, 341 Phil. 72, 82 (1997).
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such final judgment. Thisis the clear import of the ruling in
Unionbank of the Philippines v. Court of Appeals:*

This is because as purchaser at a public auction, UNIONBANK is
only substituted to and acquires the right, title, interest and claim
of the judgment debtors or mortgagors to the property at the time
of levy. Perforce, the judgment in the main action for reconveyance
will not be rendered ineffectual by the consolidation of ownership
and the issuance of title in the name of UNIONBANK ¢ (Citation
omitted)

Nonetheless, since the present recourse stemmed from amere
motion claiming ownership of rent and not from a main action
for annulment of the foreclosure sale or of its succeeding incidents,
the Court cannot proceed to make aruling on the bearing of the
CA’s Decision dated June 18, 2008 to PNB’s standing as a
purchaser in the public auction. Such matter will have to be
threshed out in the proper forum.

All told, albeit the dispositive portions of the assailed CA
decision and resolution are differently premised, they ought to
be upheld as they convey the similar conclusion that Spouses
Marafion aretherightful ownersof the rent earned by the building
on the subject lot.

WHEREFORE, foregoing considered, the petition is hereby
DENIED. The Decision dated June 18, 2008 and Resol ution
dated August 10, 2009 of the Court of Appealsin CA-G.R. SP
No. 02513 are AFFIRMED.

SO ORDERED.

Sereno, C.J. (Chairperson), Leonardo-de Castro, Bersamin,
and Villarama, Jr., concur.

45370 Phil. 837 (1999).
4 1d. at 848.
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THIRD DIVISION
[G.R. No. 196529. July 1, 2013]

WILLIAM T. GO, petitioner, vs. ALBERTO T.
LOOYUKO, substituted by hislegal heirsTERESITA
C. LOOYUKO, ALBERTO LOOYUKO, JR.,
ABRAHAM LOOYUKO and STEPHANIE
LOOYUKO (minors, represented by their mother
TERESITA LOOYUKO), ALVIN, AMOS, AARON,
DAVID, SOLOMON and NOAH, all surnamed
PADECIO, respondents.

SYLLABUS

1. REMEDIAL LAW; CIVIL PROCEDURE; APPEAL BY
CERTIORARI TO THE SUPREME COURT; SHOULD
COVER ONLY QUESTIONS OF LAW.— It is apparent
from the arguments of William that heis calling for the Court
to reevaluate the evidence presented by the parties. A petition
for review under Rule 45 of the Rules of Court should cover
only questions of law. Questions of fact are not reviewable by
this Court. The issue to be resolved must be limited to
determining what the law is on a certain set of facts. Once the
issue invites a review of the evidence, the question posed is
one of fact. William is, therefore, raising questions of facts
beyond the ambit of the Court’s review.

2. ID.; SPECIAL CIVIL ACTIONS; UNLAWFUL DETAINER;
ISSUE OF OWNERSHIP MAY BE RULED UPON WHEN
PROPERLY RAISED AND AS LONG AS IT IS
INEXTRICABLY LINKED TO THE ISSUE OF
POSSESSI ON.— This petition involves an action for unlawful
detainer, which isan action to recover possession of real property
from one who unlawfully withholds possession after the
expiration or termination of hisright to hold possession under
any contract, express or implied. The possession of the defendant
in an unlawful detainer case is originally legal but becomes
illegal dueto the expiration or termination of theright to possess.
The sole issue for resolution in an unlawful detainer case is
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physical or material possession of the property involved,
independent of any claim of ownership by any of the parties.
When the defendant, however, raises the defense of ownership
in his pleadings and the question of possession cannot be
resolved without deciding the issue of ownership, the issue of
ownership shall be resolved only to determine the issue of
possession. The Court agrees with William that the issue of
ownership should be ruled upon considering that such has been
raised and it appearsthat it isinextricably linked to the question
of possession. Its resolution will then boil down to which of
the parties’ respective evidence deserves more weight. Even
granting, however, that all the pieces of documentary evidence
presented by William are valid, they will fail to bolster his
case.

3. ID.; ID.; ID.; THE ADJUDICATION ON OWNERSHIP IN

UNLAWFUL DETAINER CASES IS MERELY
PROVISIONAL.— The Court has consistently upheld the
registered owners' superior right to possess the property in
unlawful detainer cases. It is an age-old rule that the person
who hasaTorrens Title over aland is entitled to its possession.
It has repeatedly been emphasized that when the property is
registered under the Torrens system, the registered owner’s
titleto the property is presumed legal and cannot be collaterally
attacked, especially in a mere action for unlawful detainer. It
has even been held that it does not even matter if the party’s
title to the property is questionable. The TCT of respondent
Looyuko is, therefore, evidence of indefeasible title over the
property and, as its holder, he is entitled to its possession as
a matter of right. Thus, the partnership agreements and other
documentary evidence presented by petitioner William are not,
by themselves, enough to offset Looyuko’s right as registered
owner. It must be underscored, however, that this adjudication
on ownership is merely provisional and would not bar or
prejudice the action between Jimmy and Looyuko involving
their claimed shares in the title over the property.

4. ID.; ID.; ID.; PRIOR PHYSICAL POSSESSION BY THE

PLAINTIFF IS NOT AN INDISPENSABLE
REQUIREMENT IN AN UNLAWFUL DETAINER
CASE.— William is mistaken in his argument that respondent
Looyuko’ sprior physical possession isnecessary for hisaction
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for unlawful detainer to prosper. Section 1 of Rule 70 of the
Rules of Court lays down the requirementsfor filing acomplaint
for unlawful detainer. Nowhere does it appear in the above-
cited rule that, in an action for unlawful detainer, the plaintiff
be in prior physical possession of the property. Thus, it has
been held that prior physical possession by the plaintiff is not
an indispensable requirement in an unlawful detainer case
brought by avendee or other person against whom the possession
of any land is unlawfully withheld after the expiration or
termination of a right to hold possession.

APPEARANCES OF COUNSEL

John Anthony Lim for petitioner.
Villa Judan & Cruz Law Offices for respondents.

DECISION
MENDOZA, J.:

Thisis apetition for review on certiorari under Rule 45 of
the Rules of Court assailing the October 29, 2009 Decision*
and the March 30, 2011 Resolution of the Court of Appeals
(CA), in CA-G.R. SP No. 84844, which set aside the March
29, 2004 Decision? of the Regional Trial Court, Branch 88,
Quezon City (QC RTC), and reinstated the May 20, 2000
Decision? of the Metropolitan Trial Court, Branch 35, Quezon
City (MeTC) in an action for unlawful detainer.

The Facts:

Respondent Alberto T. Looyuko (Looyuko) and Jimmy Go,
brother of petitioner William Go (William) were partnersin a

1 Rollo, pp. 18-29, penned by Associate Justice Antonio L. Villamor
and concurred in by then Associate Justice Bienvenido L. Reyes, (now a
member of this Court), and Associate Justice Japar B. Dimaampao of the
Seventeenth Division, Manila.

2 |d. at 52-56, penned by Judge Abednego O. Adre.
% 1d at. 48-51.
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business called Noah’s Ark Group of Companies (Noah's Ark).
Their partnership was embodied in awritten agreement, dated
February 9, 1982.

Sometimein 1986, William was appointed Chief of Staff of
Noah's Ark Sugar Refinery. He was allowed by Looyuko to
occupy thetownhouse in Gilmore Townhomes, Granada Street,
Quezon City. On October 10, 1986, another agreement was
entered into by Looyuko and Jimmy in furtherance of their
business partnership.

In aletter, dated October 28, 1998, L ooyuko demanded that
William vacate the townhouse. Jimmy filed an adverse claim
over the property, annotating his interest on the title as co-
owner. He claimed that the townhouse was bought using funds
from Noah’s Ark and, hence, part of the property of the
partnership. William refused to vacate the property relying on
the strength of his brother’s adverse claim.

On December 2, 1998, L ooyuko filed acomplaint for unlawful
detainer against William before the MeTC. He adduced as
evidence the Transfer Certificate of Title (TCT) No. 108763
issued in his name aswell as the af orementioned demand | etter.
He alleged that William'’ s occupation was merely by tolerance,
on the understanding that he should vacate the property upon
demand. On the other hand, William presented the partnership
agreements, the contract to sell of the subject property to Noah’s
Ark, and the cash voucher evidencing payment for the acquisition
of the property.

On May 20, 2000, the MeTC rendered adecision in favor of
L ooyuko stating that he had the right to the possession of the
said townhouse as its registered owner. William then appeal ed
tothe QC RTC. Meanwhile, Looyuko filed amotion for execution
pending appeal on the ground that the supersedeas bond was
insufficient.

On his part, William filed a motion to suspend proceedings
in the unlawful detainer case because a complaint for specific
performance against Looyuko had been filed by Jimmy before
Branch 167 of the RTC of Pasig City (Pasig RTC), docketed
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as Civil Case No. 67921, to establish his alleged right as a co-
owner. In March 2001, the QC RTC ruled in favor of William
and deferred the proceedings in the unlawful detainer case to
await the outcome of the civil case before the Pasig RTC. The
QC RTC also denied Looyuko’s two motions for execution.

The CA, however, reversed the QC RTC ordersand directed
the immediate execution of the MTC Decision.

On March 29, 2004, the QC RTC issued a decision in the
action for unlawful detainer, reversing the findings of theMTC
and ruling in favor of William. It held that the property was
purchased in the name of Noah's Ark and that Looyuko held
the title for purpose of expediency only. The QC RTC also
gave credence to the affidavit and authorization executed by
Jimmy, finding them to be unrebutted. The said documents stated
that William’s authority to occupy the disputed property was
part of his privilege as Chief of Staff of Noah's Ark.

Looyuko filed a Petition for Review under Rule 42 of the
Rules of Court before the CA. Inits assailed October 29, 2009
Decision, the CA ruled in favor of Looyuko and held that the
issue of possession could be resolved without ruling on the claim
of ownership. The CA stated that the TCT presented by L ooyuko
unequivocally showed that he owned the property and, as a
consequence of ownership, he was entitled to its possession. It
ruled that the validity of Looyuko’ stitle could be assailed through
adirect proceeding but not in an action for gjectment. William
filed amotion for reconsideration, which was subsequently denied
by the CA in its assailed March 30, 2011 Resolution.

Hence, this petition with the following
ASSIGNMENT OF ERRORS:

THE HONORABLE COURT ERRED IN GRANTING THE
INSTANT PETITION.
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THE HONORABLE COURT ERRED INHOLDING THAT THE
EJECTMENT CASE CAN PROCEED WITHOUT RESOLVING
THE ISSUE OF OWNERSHIP RAISED BY PETITIONER.*

Petitioner William, in his pleadings, arguesthat the QC RTC
correctly appreciated the evidence he presented to prove Jimmy’'s
co-ownership, reiterating that his evidence showsthat the actual
owner is not respondent Looyuko but Noah's Ark, and that he
was allowed to use the property as part of his benefits and
privileges as its Chief of Staff. He further argues that the CA
erred in holding that the ejectment case could proceed without
resolving the issue of ownership, and posits that the issue of
ownership was properly raised and the MeTC, in fact, addressed
such issue. He contends that he is not attacking the validity of
the certificate of title and that a certificate of title does not
foreclose the fact that the same may be under co-ownership not
mentioned in the certificate. He also argues that respondent
Looyuko failed to prove that he had prior physical possession
of the property before he was unlawfully deprived of it, which
is fundamental in an gjectment case.

The Court’sRuling

The petition is bereft of merit.

It isapparent from the arguments of William that heiscalling
for the Court to reevaluate the evidence presented by the parties.
A petition for review under Rule 45 of the Rules of Court should
cover only questions of law. Questions of fact are not reviewable
by this Court. The issue to be resolved must be limited to
determining what the law is on a certain set of facts. Once the
issueinvitesareview of the evidence, the question posed is one
of fact.> Williamis, therefore, raising questions of facts beyond
the ambit of the Court’s review.

41d. at 11-12.

5 Heirs of Vda. Dela Cruz v. Heirs of Fajardo, G.R. No. 184966, May
30, 2011, 649 SCRA 463.
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Evenif the Court were to reevaluate the evidence presented,
considering the divergent positions of the courts below, the petition
would still fail.

Thispetition involves an action for unlawful detainer, which
iS an action to recover possession of real property from one
who unlawfully withholds possession after the expiration or
termination of hisright to hold possession under any contract,
expressor implied. The possession of the defendant in an unlawful
detainer caseisoriginally legal but becomesillegal dueto the
expiration or termination of theright to possess.® The soleissue
for resolution in an unlawful detainer caseisphysical or material
possession of the property involved, independent of any claim
of ownership by any of the parties.” When the defendant, however,
raises the defense of ownership in his pleadings and the question
of possession cannot be resolved without deciding the issue of
ownership, the issue of ownership shall be resolved only to
determine the issue of possession.®

The Court agrees with William that the issue of ownership
should be ruled upon considering that such has been raised and
it appears that it is inextricably linked to the question of
possession. Its resolution will then boil down to which of the
parties’ respective evidence deserves moreweight.® Even granting,
however, that all the pieces of documentary evidence presented
by William are valid, they will fail to bolster his case.

The Court has consistently upheld the registered owners’
superior right to possessthe property in unlawful detainer cases.'
It is an age-old rule that the person who has a Torrens Title

6 Union Bank v. Maunlad Homes, G.R. No. 190071, August 15, 2012,
678 SCRA 539.

7 Sps. Esmaquel v. Coprada, G.R. No. 152423, December 15, 2010,
638 SCRA 428.

8 Section 16, Rule 70, RULES OF COURT.
9 Sps. Esmaquel v. Coprada,supra note 7.
10 gps. Pascual v. Sps. Coronel, 554 Phil. 351 (2007).
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over aland isentitled to its possession.*! It has repeatedly been
emphasized that when the property isregistered under the Torrens
system, the registered owner’ stitle to the property is presumed
legal and cannot be collaterally attacked, especially in a mere
action for unlawful detainer.*? It has even been held that it does
not even matter if the party’ stitleto the property is questionable.*®

The TCT of respondent Looyuko is, therefore, evidence of
indefeasibletitle over the property and, asitsholder, heisentitled
to its possession as a matter of right. Thus, the partnership
agreements and other documentary evidence presented by
petitioner William are not, by themselves, enough to offset
Looyuko’sright as registered owner. It must be underscored,
however, that this adjudication on ownership ismerely provisional
and would not bar or prejudice the action between Jimmy and
Looyuko involving their claimed shares in the title over the

property.

Lastly, William is mistaken in his argument that respondent
Looyuko’ sprior physical possession isnecessary for hisaction
for unlawful detainer to prosper. Section 1 of Rule 70 of the
Rules of Court lays down the requirementsfor filing acomplaint
for unlawful detainer, to wit:

Sec. 1. Who may institute proceedings, and when. — Subject to
the provision of the next succeeding section, a person deprived of
the possession of any land or building by force, intimidation, threat,
strategy, or stealth, or a lessor, vendor, vendee, or other person
against whom the possession of any land or building is unlawfully
withheld after the expiration or termination of the right to hold
possession, by virtue of any contract, express or implied, or the
legal representatives or assigns of any such lessor, vendor, vendee,
or other person, may, at any time within one (1) year after such
unlawful deprivation or withholding of possession, bring an action

I Corpuz v. Sps. Agustin, G.R. No. 183822, January 18, 2012, 663
SCRA 350.

12 sglandanan v. Sps. Mendez, G.R. No. 160280, March 13, 2009, 581
SCRA 182.

B 4.
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in the proper Municipal Trial Court against the person or persons
unlawfully withholding or depriving of possession, or any person
or persons claiming under them, for the restitution of such possession,
together with damages and costs.

Nowhere does it appear in the above-cited rule that, in an
action for unlawful detainer, the plaintiff be in prior physical
possession of the property. Thus, it has been held that prior
physical possession by the plaintiff is not an indispensable
requirement in an unlawful detainer case brought by a vendee
or other person against whom the possession of any land is
unlawfully withheld after the expiration or termination of aright
to hold possession.*

In fine, this Court finds no cogent reason to reverse and set
aside the findings and conclusions of the CA.

WHEREFORE, the petitionisDENIED, without prejudice
to the outcome of Civil Case No. 67921 before Branch 167 of
the RTC of Pasig City.

SO ORDERED.

Velasco, Jr. (Chairperson), Peralta, Abad, and Leonen, JJ.,
concur.

14 gps. Maninang v. CA, 373 Phil. 304 (1999).
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SECOND DIVISION

[G.R. No. 198759. July 1, 2013]

PHILIPPINE AIRLINES, INC., petitioner, vs.

COMMISSIONER OF INTERNAL REVENUE,
respondent.

SYLLABUS

1. TAXATION; NATIONAL INTERNAL REVENUE CODE;

GOODS SUBJECT TO EXCISE TAXES; PERSONS
LIABL E.— Under Section 129 of the National Internal Revenue
Code (NIRC), as amended, excise taxes are imposed on two
(2) kinds of goods, namely: (a) goods manufactured or produced
in the Philippines for domestic sales or consumption or for
any other disposition; and (b) things imported. With respect
to the first kind of goods, Section 130 of the NIRC states that,
unless otherwise specifically allowed, the taxpayer obligated
to file the return and pay the excise taxes due thereon is the
manufacturer/producer. On the other hand, with respect to the
second kind of goods, Section 131 of the NIRC states that the
taxpayer obligated to file the return and pay the excise taxes
duethereon isthe owner or importer, unlessthe imported articles
are exempt from excise taxes and the person found to be in
possession of the same is other than those legally entitled to
such tax exemption. While the NIRC mandates the foregoing
persons to pay the applicable excise taxes directly to the
government, they may, however, shift the economic burden of
such payments to someone else — usually the purchaser of the
goods — since excise taxes are considered as a kind of indirect
tax.

2. I1D.;ID.;ID.; INDIRECT TAXESARE THOSE WHICH ARE

DEMANDED IN THE FIRST INSTANCE FROM ONE
PERSONWITH THE EXPECTATION AND INTENTION
THAT HE CAN SHIFT THE ECONOMIC BURDEN TO
SOMEONE ELSE; EVEN IF THE PURCHASER
EFFECTIVELY PAYSTHE VALUE OF THE TAX, THE
MANUFACTURER/PRODUCER OR THE OWNER OR
IMPORTER ARE STILL REGARDED AS THE
STATUTORY TAXPAYERS UNDER THE LAW.—
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Jurisprudence states that indirect taxes are those which are
demanded in the first instance from one person with the
expectation and intention that he can shift the economic burden
to someone else. Inthisregard, the statutory taxpayer can transfer
to its customers the value of the excise taxes it paid or would
be liable to pay to the government by treating it as part of the
cost of the goods and tacking it on to the selling price. Notably,
this shifting process, otherwise known as* passing on,” islargely
a contractual affair between the parties. Meaning, even if the
purchaser effectively paysthevalue of the tax, the manufacturer/
producer (in case of goods manufactured or produced in the
Philippines for domestic sales or consumption or for any other
disposition) or the owner or importer (in case of imported goods)
are still regarded as the statutory taxpayers under the law. To
this end, the purchaser does not really pay the tax; rather, he
only pays the seller more for the goods because of the latter’s
obligation to the government as the statutory taxpayer.

3. ID.; ID.; ID.; TAX REFUND; WHILE IT ISA SETTLED
RULE THAT THE STATUTORY TAXPAYER IS THE
PROPER PARTY TO SEEK OR CLAIM A REFUND, THE
RULE SHOULD NOT APPLY TO INSTANCES WHERE
THE LAW CLEARLY GRANTSTHE PARTY TOWHICH
THE ECONOMIC BURDEN OF THE TAX ISSHIFTED
ASEXEMPTION FROM BOTH DIRECT AND INDIRECT
TAXES.— In thisrelation, Section 204(c) of the NIRC states
that it isthe statutory taxpayer which has the legal personality
tofileaclaimfor refund. Accordingly, in casesinvolving excise
tax exemptions on petroleum products under Section 135 of
the NIRC, the Court has consistently held that it is the statutory
taxpayer who is entitled to claim a tax refund based thereon
and not the party who merely bears its economic burden. For
instance, inthe Silkair case, Silkair (Singapore) Pte. Ltd. (Silkair
Singapore) filed aclaim for tax refund based on Section 135(b)
of the NIRC as well as Article 4(2) of the Air Transport
Agreement between the Government of the Republic of the
Philippines and the Government of the Republic of Singapore.
The Court denied Silkair Singapore’s refund claim since the
tax exemptions under both provisions were conferred on the
statutory taxpayer, and not the party who merely bears its
economic burden. Assuch, it was the Petron Corporation (the
statutory taxpayer in that case) which was entitled to invoke
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the applicable tax exemptions and not Silkair Singapore which
merely shouldered the economic burden of the tax. As explained
in Silkair: The proper party to question, or seek a refund
of, an indirect tax isthe statutory taxpayer, the person on
whom the tax is imposed by law and who paid the same
even if heshiftsthe burden thereof to another. x x x However,
the abovementioned rule should not apply to instances where
the law clearly grants the party to which the economic burden
of the tax is shifted as exemption from both direct and indirect
taxes. In which case, the latter must be allowed to claim a tax
refund even if it is not considered as the statutory taxpayer
under thelaw. Precisely, thisisthe peculiar circumstance which
differentiates the Maceda case from Silkair.

4. ID.; ID.; ID.; ID.; SINCE PETITIONER PHILIPPINE
AIRLINES (PAL) FRANCHISE GRANTSIT EXEMPTION
FROM BOTH DIRECT AND INDIRECT TAXESONITS
PETROLEUM PRODUCTS, IT IS ENDOWED WITH
LEGAL STANDING TO FILE THE SUBJECT TAX
REFUND CLAIM, NOTWITHSTANDING THE FACT
THAT IT IS NOT THE STATUTORY TAXPAYER AS
CONTEMPLATED BY LAW.— Inthiscase, PAL’sfranchise
grants it an exemption from both direct and indirect taxes on
its purchase of petroleum products. x x x Based on Section 13
of its franchise, PAL’s payment of either the basic corporate
income tax or franchise tax, whichever is lower, shall be in
lieu of all other taxes, duties, royalties, registration, license,
and other fees and charges, except only real property tax. The
phrase “in lieu of all other taxes” includes but is not limited
to taxes that are “directly due from or imposable upon the
purchaser or the seller, producer, manufacturer, or importer
of said petroleum products but are billed or passed on the grantee
either as part of the price or cost thereof or by mutual agreement
or other arrangement.” In other words, in view of PAL’s payment
of either the basic corporate income tax or franchise tax,
whichever is lower, PAL is exempt from paying: (a) taxes
directly due from or imposable upon it as the purchaser of the
subject petroleum products; and (b) the cost of the taxes billed
or passed on to it by the seller, producer, manufacturer, or
importer of the said products either as part of the purchase
price or by mutual agreement or other arrangement. Therefore,
given the foregoing direct and indirect tax exemptions under



VOL. 713, JULY 1, 2013 137

Philippine Airlines, Inc. vs. Commissioner of Internal Revenue

its franchise, and applying the principles as above-discussed,
PAL is endowed with the legal standing to file the subject tax
refund claim, notwithstanding the fact that it is not the statutory
taxpayer as contemplated by law.

5.1D.; ID.; ID.; ID.; THE PHRASE “PURCHASE OF
DOMESTIC PETROLEUM PRODUCTSFORUSEINITS
DOMESTIC OPERATIONS” WHICH CHARACTERIZES
THETAX PRIVILEGELETTER OF INSTRUCTION (LOI)
1483 WITHDREW REFERS ONLY TO PAL’'S TAX
EXEMPTIONSON PASSED ON EXCISE TAX COSTSDUE
FROM THE SELLER, MANUFACTURER/PRODUCER
OF LOCALLY MANUFACTURED/PRODUCED GOODS
FOR DOMESTIC SALE AND DOESNOT, IN ANY WAY,
PERTAIN TO ANY OF PAL’'S TAX PRIVILEGES
CONCERNING IMPORTED GOODS.— LOI 1483 amended
PAL’s franchise by withdrawing the tax exemption privilege
granted to PAL on its purchase of domestic petroleum products
for use in its domestic operations. X x x On this score, the
CIR contends that the purchase of the aviation fuel imported
by Caltex isa" purchase of domestic petroleum products’ because
the same was not purchased abroad by PAL. The Court disagrees.
Based on Section 13 of PAL’sfranchise, PAL’ stax exemption
privileges on all taxes on aviation gas, fuel and oil may be
classified into three (3) kinds, namely: (a) all taxes due on
PAL’slocal purchase of aviation gas, fuel and oil; (b) all taxes
directly due from or imposabl e upon the purchaser or the seller,
producer, manufacturer, or importer of aviation gas, fuel and
oil but are billed or passed on to PAL; and (c), all taxes due
on all importations by PAL of aviation gas, fuel, and oil. Viewed
within the context of excise taxes, it may be observed that the
first kind of tax privilege would be irrelevant to PAL since
itisnot liablefor excisetaxeson locally manufactured/produced
goods for domestic sale or other disposition; based on Section
130 of the NIRC, it is the manufacturer or producer, i.e., the
local refinery, which is regarded as the statutory taxpayer of
the excise taxes due on the same. On the contrary, when the
economic burden of the applicable excise taxes is passed on
to PAL, it may assert two (2) tax exemptions under the second
kind of tax privilege namely, PAL’s exemptions on (a) passed
on excise tax costs due from the seller, manufacturer/producer
in case of locally manufactured/ produced goods for domestic



138 PHILIPPINE REPORTS

Philippine Airlines, Inc. vs. Commissioner of Internal Revenue

sale (first tax exemption under the second kind of tax privilege);
and (b) passed on excise tax costs due from the importer in
case of imported aviation gas, fuel and oil (second tax exemption
under the second kind of tax privilege). The second kind of
tax privilege should, in turn, be distinguished from the third
kind of tax privilege which applies when PAL itself acts as
the importer of the foregoing petroleum products. In the latter
instance, PAL is not merely regarded as the party to whom
the economic burden of the excise taxesis shifted to but rather,
it stands as the statutory taxpayer directly liable to the
government for the same. In view of the foregoing, the Court
observes that the phrase “purchase of domestic petroleum
products for use in its domestic operations” — which
characterizesthetax privilege LOI 1483 withdrew —refers
only to PAL’s tax exemptions on passed on excise tax costs
due from the seller, manufacturer/producer of locally
manufactured/ produced goods for domestic sale and does
not, in any way, pertain to any of PAL’s tax privileges
concerning imported goods, may it be (a) PAL’stax exemption
on excise tax costs which are merely passed on to it by the
importer when it buysimported goods from the | atter (the second
tax exemption under the second kind of tax privilege); or (b)
PAL’s tax exemption on its direct excise tax liability when it
imports the goods itself (the third kind of tax privilege).

6. ID.;ID.;ID.;ID.; THE SUBJECT PETROLEUM PRODUCTS
ARE IN THE NATURE OF “THINGS IMPORTED” AND
THUS, BEYOND THE COVERAGE OF LOI 1483.— Both
textual and contextual analyses lead to this conclusion: First,
examining its phraseology, the word “domestic,” which means
“of or relating to one’ sown country” or “an article of domestic
manufacture,” clearly pertains to goods manufactured or
produced in the Philippines for domestic sales or consumption
or for any other disposition as opposed to things imported. In
other words, by sheer divergence of meaning, the term “domestic
petroleum products” could not refer to goods which areimported.
Second, examining its context, certain “whereas clauses” in
LOI 1483 disclose that the said law was intended to lift the
tax privilege discussed in Department of Finance (DOF) Ruling
dated November 17, 1969 (Subject DOF Ruling) which, based
on areading of the same, clarified that PAL’sfranchise included
tax exemptions on aviation gas, fuel and oil which are
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manufactured or produced in the Philippines for domestic sales
(and not only to those imported). In other words, LOI 1483
was meant to divest PAL from the tax privilege which was
tackled in the Subject DOF Ruling, namely, its tax exemption
on aviation gas, fuel and oil which are manufactured or
produced in the Philippines for domestic sales. Consequently,
if LOI 1483 was intended to withdraw the foregoing tax
exemption, then the term “purchase of domestic petroleum
products for use in its domestic operations” as used in LOI
1483 could only refer to “goods manufactured or produced in
the Philippines for domestic sales or consumption or for any
other disposition,” and not to “thingsimported.” In thisrespect,
it cannot be gainsaid that PAL’s tax exemption privileges
concerning imported goods remain beyond the scope of LOI
1483 and thus, continue to subsist. In this case, records disclose
that Caltex imported aviation fuel from abroad and merely re-
sold the same to PAL, tacking the amount of excise taxes it
paid or would be liable to pay to the government on to the
purchase price. Evidently, the said petroleum products are in
the nature of “things imported” and thus, beyond the coverage
of LOI 1483 as previously discussed. As such, considering
the subsistence of PAL’s tax exemption privileges over the
imported goods subject of this case, PAL is allowed to claim
a tax refund on the excise taxes imposed and due thereon.

7. 1D.; ID.; ID.; ID.; RECOVERY OF TAX ERRONEOUSLY
OR ILLEGALLY COLLECTED; PETITIONER HAS
SUFFICIENTLY PROVED ITS ENTITLEMENT TO A
TAX REFUND OF THE EXCISE TAXES SUBJECT OF
THE PRESENT CASE.— Section 229 of the NIRC provides
that the claim for refund should be filed within two (2) years
from the date of payment of the tax. x x x PAL filed its
administrative claim for refund on October 29, 2004 and its
judicial claim with the CTA on July 25, 2006. In thisregard,
PAL’sclaimsfor refund werefiled on time in accordance with
the 2-year prescriptive period._Second, PAL paid the lower of
the basic corporate income tax or the franchise tax as provided
for in the afore-quoted Section 13 of itsfranchise. Initsincome
tax return for FY 2004-2005, PAL reported no net taxable
income for the period resulting in zero basic corporate income
tax, which would necessarily be lower than any franchise tax
due from PAL for the same period. Third, the subject excise
taxes were duly declared and remitted to the BIR. Contrary to
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the findings of the CTA that the excise taxes sought to be
refunded were not the very same taxes that were declared in
the Excise Tax Returns filed by Caltex (underscoring the
discrepancy of £23,855.00 between the amount of £2,975,892.90
declared in the said returns and the amount of £2,952.037.90
sought to be refunded), an examination of the records shows
asufficient explanation for the difference. In the Certification
of Caltex on the volume of aviation fuel sold to PAL and its
Summary of Local Sales (seetablebelow), Caltex sold 810,870
liters during the subject period out of which 804,370 liters
were sold to PAL, while the difference of 6,500 liters were
sold to its other client, LBOrendain. x x x Per Summary of
Removals and Excise Tax Due on Mineral Products Chargeable
Against Payments attached to the Excise Tax Returns, the excise
tax rate is P3.67 per liter, which, if multiplied with 6,500
liters sold by Caltex to LBOrendain, would equal the discrepancy
amount of £23,855.00. Further examination of the records also
reveals that the amount reflected in Caltex’s Certification is
consistent with the amount indicated in Caltex’'s Aviation
Receipts and Invoices and Aviation Billing Invoice. Thus,
finding that PAL has sufficiently proved its entitlement to a
tax refund of the excise taxes subject of this case, the Court
hereby grantsits petition and consequently, annul s the assailed
CTA resolutions.

APPEARANCES OF COUNSEL

Zambrano & Gruba Law Offices for petitioner.
The Solicitor General for respondent.

DECISION

PERLAS-BERNABE, J.:

Before the Court is a petition for review on certiorari?
assailing the May 9, 2011 Decision? and September 16, 2011

! Rollo, pp. 13-50.

2 |d. at 64-85. Penned by Associate Justice Cielito N. Mindaro-Grulla,
with Presiding Justice Ernesto D. Acosta (on wellness |eave), and Associate
Justices Juanito C. Castafieda, Jr., Lovell R. Bautista, ErlindaP. Uy, Caesar
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Resolution® of the Court of Tax Appeals (CTA) En Banc in
CTA EB Case No. 588 which denied petitioner Philippine Airlines,
Inc.’s (PAL) claim for refund of the excise taxes imposed on
its purchase of petroleum products from Caltex Philippines,
Inc. (Caltex).

The Facts

For the period July 24 to 28, 2004, Caltex sold 804,370 liters
of imported Jet A-1 fuel to PAL for the latter's domestic
operations.* Consequently, on July 26, 27, 28 and 29, 2004,
Caltex electronically filed with the Bureau of Internal Revenue
(BIR) its Excise Tax Returnsfor Petroleum Products, declaring
the amounts of £1,232,798.80, P686,767.10, P623,422.90 and
P433,904.10, respectively, or atotal amount of £2,975,892.90,
as excise taxes due thereon.®

On August 3, 2004, PAL received from Caltex an Aviation
Billing Invoicefor the purchased aviation fuel in the amount of
US$313,949.54, reflecting the amount of US$52,669.33 asthe
related excise taxes on the transaction. Thiswas confirmed by
Caltex in aCertification dated August 20, 2004 whereit indicated
that: (a) the excise taxes it paid on the imported petroleum
products amounted to £2,952,037.90, i.e., the peso equivalent
of the abovementioned dollar amount; (b) the foregoing excise
tax payment was passed on by it to PAL; and (c) it did not file
any claim for the refund of the said excise tax with the BIR.®

On October 29, 2004, PAL, through a letter-request dated
October 15, 2004 addressed to respondent Commissioner of

A. Casanova (on wellness leave), Olga Palanca-Enriquez, Esperanza R.
Fabon-Victorino, and Amelia R. Cotangco-Manalastas, concurring.

3 1d. at 55-63. Penned by Associate Justice Cielito N. Mindaro-Grulla,
with Presiding Justice Ernesto D. Acosta, and Associate Justices Juanito
C. Castafieda, Jr., Lovell R. Bautista, Erlinda P. Uy, Caesar A. Casanova,
Olga Palanca-Enriquez, Esperanza R. Fabon-Victorino, and Amelia R.
Cotangco-Manalastas, concurring.

41d. at 68.
5 1d. at 68-69.
6 1d.
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Internal Revenue (CIR), sought a refund of the excise taxes
passed on to it by Caltex. It hinged its tax refund claim on its
operating franchise, i.e., Presidential Decree No. 15907 issued
on June 11, 1978 (PAL’s franchise), which conferred upon it
certain tax exemption privilegesonits purchase and/or importation
of aviation gas, fuel and oil, including those which are passed
on to it by the seller and/or importer thereof. Further, PAL
asserted that it had the legal personality to file the aforesaid
tax refund claim.®

Due to the CIR’s inaction, PAL filed a Petition for Review
with the CTA on July 25, 2006.° Inits Answer, the CIR averred
that since the excise taxes were paid by Caltex, PAL had no
cause of action.*

The CTA Division Ruling

Relying on Silkair (Singapore) Pte. Ltd. v. CIR™ (Silkair),
the CTA Second Division denied PAL’ s petition on the ground
that only a statutory taxpayer (referring to Caltex in this case)
may seek a refund of the excise taxes it paid.’? It added that
even if the tax burden was shifted to PAL, the latter cannot be
deemed a statutory taxpayer.

It further ruled that PAL’ s claim for refund should be denied
altogether on account of Letter of Instruction No. 1483 (LOI
1483) which already withdrew the tax exemption privileges
previously granted to PAL on its purchase of domestic petroleum
products, of which the transaction between PAL and Caltex
was characterized.

7 “AN ACT GRANTING A NEW FRANCHISE TO PHILIPPINE AIRLINES,
INC. TO ESTABLISH, OPERATE AND MAINTAIN AIR-TRANSPORT SERVICES
IN THE PHILIPPINES AND OTHER COUNTRIES.”

8 Rollo, pp. 69-70.

% 1d. at 70.

10 4.

1 G.R. No. 173594, February 6, 2008, 544 SCRA 100.
2 Rollo, pp. 112-113.

18 1d. at 116-124.
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PAL moved for reconsideration, but the same was denied in
a Resolution* dated January 14, 2010, prompting it to elevate
the matter to the CTA En Banc.

The CTA En Banc Ruling

InaDecision dated May 9, 2011, the CTA En Banc affirmed
the ruling of the CTA Second Division, reiterating that it was
Caltex, the statutory taxpayer, which had the personality to
file the subject refund claim. It explained that the payment of
the subject excise taxes, being in the nature of indirect taxes,
remained to bethedirect liability of Caltex. Whilethetax burden
may have been shifted to PAL, theliability passed ontoit should
not be treated as a tax but a part of the purchase price which
PAL had to pay to obtain the goods.*® Further, it held that PAL’s
exemption privileges on the said excise taxes, which it claimed
through itsfranchise, had already been withdrawn by LOI 1483.%

Aggrieved, PAL filed amotion for reconsideration which was,
however, denied in a Resolution dated September 16, 2011.8

Hence, the instant petition.
The Issues Before the Court

The following issues have been presented for the Court’'s
resolution: (a) whether PAL has the legal personality to file a
claim for refund of the passed on excise taxes; (b) whether the
sale of imported aviation fuel by Caltex to PAL is covered by
LOI 1483 which withdrew the tax exemption privileges of PAL
on its purchases of domestic petroleum products for usein its
domestic operations; and (¢) whether PAL has sufficiently proved
its entitlement to refund.

141 d. at 87-102. Penned by Associate Justice ErlindaP. Uy, with Associate
Justices Juanito C. Castafieda, Jr. and Olga Palanca-Enriquez, concurring.

15 1d. at 64-85.
16 1d. at 80.

7 1d. at 81-82.
18 1d. at 55-63.
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The Ruling of the Court
The petition is meritorious.

A. PAL’s legal personality to
fileaclaim for refund of excisetaxes.

The CIR arguesthat PAL has no personality to file the subject
tax refund claim because it is not the statutory taxpayer. As
basis, it relies on the Silkair ruling which enunciates that the
proper party to question, or to seek arefund of an indirect tax,
isthe statutory taxpayer, or the person on whom thetax isimposed
by law and who paid the same, even if the burden to pay such
was shifted to another.*

PAL counters that the doctrine laid down in Silkair is
inapplicable, asserting that it has the legal personality to file
the subject tax refund claim on account of its tax exemption
privilegesunder itslegislative franchise which covers both direct
and indirect taxes. In support thereof, it citesthe case of Maceda
v. Macaraig, Jr.?° (Maceda).

The Court agrees with PAL.

Under Section 129 of the National Internal Revenue Code
(NIRC),?* as amended, excise taxes are imposed on two (2)
kinds of goods, namely: (a) goods manufactured or produced
in the Philippines for domestic sales or consumption or for any
other disposition; and (b) things imported.?

19 |d. at 153-161.

20 G.R. No. 88291, June 8, 1993, 223 SCRA 217. Thisis the resolution
denying the petitioner’s motion for reconsideration of the Court's May
31, 1991 Decision in the same case and in effect, upholding the tax refund
claim of the National Power Corporation.

21 Republic Act No. 8424, otherwise known as the “Tax Reform Act of
1997.”

22 SEC. 129. Goods Subject to Excise Taxes. — Excise taxes apply to
goods manufactured or produced in the Philippines for domestic sales
or_consumption or for any other disposition and to things imported.
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With respect to the first kind of goods, Section 130 of the
NIRC states that, unless otherwise specifically allowed, the
taxpayer obligated to file the return and pay the excise taxes
due thereon is the manufacturer/producer.?

On the other hand, with respect to the second kind of goods,
Section 131 of the NIRC states that the taxpayer obligated to
filethereturn and pay the excise taxes due thereon isthe owner
or importer, unless theimported articles are exempt from excise
taxes and the person found to be in possession of the same is
other than those legally entitled to such tax exemption.*

While the NIRC mandates the foregoing persons to pay the
applicable excise taxes directly to the government, they may,
however, shift the economic burden of such paymentsto someone
else — usually the purchaser of the goods — since excise taxes
are considered as a kind of indirect tax.

The excise tax imposed herein shall be in addition to the value-added
tax imposed under Title IV. (Emphasis and underscoring supplied)

X X X X X X X X X
23 SEC. 130. Filing of Return and Payment of Excise Tax on Domestic
Products. —

(A) Persons Liable to File a Return, Filing of Return on Removal and
Payment of Tax. —
X X X X X X X X X
(2) Timefor Filing of Return and Payment of the Tax. - Unless otherwise
specifically allowed, the return shall be filed and the excise tax paid
by the manufacturer or producer before removal of domestic products
form place of production x x x. (Emphasis and underscoring supplied)

X X X X X X X X X
2 SEC. 131. Payment of Excise Taxes on Imported Articles.—

(A) Persons Liable— Excisetaxes on imported articles shall be paid by
the owner_or importer to the Customs Officers, conformably with the
regulations of the Department of Finance and before the release of such
articles from the customshouse, or by the person who isfound in possession
of articles which are exempt from excise taxes other than those legally
entitled to exemption. (Emphasis and underscoring supplied)
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Jurisprudence states that indirect taxes are those which are
demanded in the first instance from one person with the
expectation and intention that he can shift the economic burden
to someone else.® In this regard, the statutory taxpayer can
transfer to its customers the value of the excise taxesit paid or
would be liable to pay to the government by treating it as part
of the cost of the goods and tacking it on to the selling price.?®
Notably, this shifting process, otherwise known as “passing
on,” islargely acontractual affair between the parties. Meaning,
even if the purchaser effectively pays the value of the tax, the
manufacturer/producer (in case of goods manufactured or
produced in the Philippines for domestic sales or consumption
or for any other disposition) or the owner or importer (in case
of imported goods) are still regarded as the statutory taxpayers
under the law. To this end, the purchaser does not really pay
thetax; rather, he only paysthe seller more for the goods because
of the latter’s obligation to the government as the statutory
taxpayer.?’

In this relation, Section 204(c)? of the NIRC states that it
isthe statutory taxpayer which hasthe legal personality to file

25 CIRv. John Gotamco & Sons, Inc., G.R. No. L- 31092, February 27,
1987, 148 SCRA 36, 40.

26 See Silkair Singapore Pte. Ltd. v. CIR, G.R. Nos. 171383 & 172379,
November 14, 2008, 571 SCRA 141, 156.

27 Exxonmobil Petroleum and Chemical Holdings, Inc.-Philippine Branch
v. CIR, G.R. No. 180909, January 19, 2011, 640 SCRA 203, 222, citing
Justice Oliver Wendell Holmes' opinion in Lash’s Products v. United
States,278 U.S. 175 (1928).

28 SEC. 204. Authority of the Commissioner to Compromise, Abate,
and Refund or Credit Taxes. The Commissioner may —

X XX X XX X XX

(C) Credit or refund taxes erroneously or illegally received or penalties
imposed without authority, refund the value of internal revenue stamps
when they are returned in good condition by the purchaser, and, in his
discretion, redeem or change unused stamps that have been rendered unfit
for use and refund their value upon proof of destruction. No credit or
refund of taxes or penalties shall be allowed unless the taxpayer files
in writing with the Commissioner a claim for credit or refund within
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aclaim for refund. Accordingly, in cases involving excise tax
exemptions on petroleum products under Section 135% of the
NIRC, the Court has consistently held that it is the statutory
taxpayer who is entitled to claim a tax refund based thereon
and not the party who merely bears its economic burden.°

For instance, in the Silkair case, Silkair (Singapore) Pte.
Ltd. (Silkair Singapore) filed a claim for tax refund based on
Section 135(b) of the NIRC aswell as Article 4(2)3 of the Air

two (2) years after the payment of the tax or penalty: Provided, however,
That areturn filed showing an overpayment shall be considered as awritten
claim for credit or refund. (Emphasis and underscoring supplied)

2 SEC. 135. Petroleum Products Sold to International Carriers and
Exempt Entities or Agencies. — Petroleum products sold to the following
are exempt from excise tax:

(a) International carriers of Philippine or foreign registry on their use or
consumption outside the Philippines: Provided, That the petroleum products
sold to these international carriers shall be stored in a bonded storage
tank and may be disposed of only in accordance with the rules and regul ations
to be prescribed by the Secretary of Finance, upon recommendation of the
Commissioner;

(b) Exempt entities or agencies covered by tax treaties, conventions and
other international agreements for their use of consumption: Provided,
however, That the country of said foreign international carrier or exempt
entities or agencies exempts from similar taxes petroleum products sold
to Philippine carriers, entities or agencies; and

(c) Entities which are by law exempt from direct and indirect taxes.

30 See the three (3) subsequent Silkair cases namely: (a) Silkair Singapore
Pte. Ltd. v. CIR, supra note 26; (b) Silkair Singapore Pte. Ltd. v. CIR,
G.R. No. 184398, February 25, 2010, 613 SCRA 638; and (c) Silkair
Singapore Pte. Ltd. v. CIR, G.R. No. 166482, January 25, 2012, 664 SCRA
33. See also Exxonmobil Petroleum and Chemical Holdings, Inc. v. CIR,
supra note 27.

31 Fuel, lubricants, spare parts, regular equipment and aircraft stores
introduced into, or taken on board aircraft in the territory of one Contracting
party by, or on behalf of, a designated airline of the other Contracting
Party and intended solely for use in the operation of the agreed services
shall, with the exception of charges corresponding to the service performed,
be exempt from the same customs duties, inspection fees and other duties
or taxes imposed in the territories of the first Contracting Party, even when
these supplies are to be used on the parts of the journey performed over
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Transport Agreement between the Government of the Republic
of the Philippines and the Government of the Republic of
Singapore. The Court denied Silkair Singapore’srefund claim
since the tax exemptions under both provisionswere conferred
on the statutory taxpayer, and not the party who merely bears
its economic burden. As such, it was the Petron Corporation
(the statutory taxpayer in that case) which was entitled to invoke
the applicable tax exemptions and not Silkair Singapore which
merely shouldered the economic burden of the tax. Asexplained
in Silkair:

The proper party to question, or seek a refund of, an indirect
tax isthestatutory taxpayer, the per son on whom thetax isimposed
by law and who paid the same even if he shiftsthe burden ther eof
to another. Section 130(A)(2) of the NIRC provides that “[u]nless
otherwise specifically allowed, the return shall befiled and the excise
tax paid by the manufacturer or producer before removal of domestic
products from place of production.” Thus, Petron Corporation, not
Silkair, is the statutory taxpayer which is entitled to claim a refund
based on Section 135 of the NIRC of 1997 and Article 4(2) of the
Air Transport Agreement between RP and Singapore.

Even if Petron Corporation passed on to Silkair the burden of
the tax, the additional amount billed to Silkair for jet fuel is not a
tax but part of the price which Silkair had to pay as a purchaser.®?
(Emphasis supplied)

However, the abovementioned rule should not apply to instances
where the law clearly grants the party to which the economic
burden of the tax is shifted as exemption from both direct and
indirect taxes. In which case, thelatter must be allowed to claim
atax refund evenif itisnot considered asthe statutory taxpayer
under thelaw. Precisely, thisisthe peculiar circumstance which
differentiates the Maceda case from Silkair.

To elucidate, in Maceda, the Court upheld the National Power
Corporation’s (NPC) claim for atax refund sinceits own charter

the territory of the Contracting Party in which they are introduced into or
taken on board. The materials referred to above may be required to be
kept under customs supervision and control.

32 gupra note 11, at 112.
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specifically granted it an exemption from both direct and indirect
taxes, viz:

X X X [T]he Court rules and declares that the oil companies which
supply bunker fuel oil to NPC have to pay the taxes imposed upon
said bunker fuel oil sold to NPC. By the very nature of indirect
taxation, the economic burden of such taxation is expected to be
passed on through the channel s of commerce to the user or consumer
of the goods sold. Because, however, the NPC has been exempted
from both direct and indirect taxation, the NPC must be held
exempted from absor bing the economic burden of indir ect taxation.
This means, on the one hand, that the oil companies which wish to
sell to NPC absorb all or part of the economic burden of the taxes
previously paid to BIR, which they could shift to NPC if NPC did
not enjoy exemption from indirect taxes. This means also, on the
other hand, that the NPC may refuse to pay the part of the “normal”
purchase price of bunker fuel oil which represents all or part of the
taxes previously paid by the oil companiesto BIR. If NPC nonetheless
purchases such oil from the oil companies — because to do so
may be mor e convenient and ultimately less costly for NPC than
NPC itself importing and hauling and storing the oil from over seas
— NPC is entitled to be reimbursed by the BIR for that part of
thebuying price of NPC which verifiably representsthetax alr eady
paid by the oil company-vendor to the BIR.*® (Emphasis and
underscoring supplied)

Notably, the Court even discussed the Maceda rulingin Sikair,
highlighting the relevance of the exemptionsin NPC’s charter
to its claim for tax refund:

Silkair nevertheless argues that it is exempt from indirect taxes
because the Air Transport Agreement between RP and Singapore
grants exemption “from the same customs duties, inspection fees
and other duties or taxes imposed in the territory of the first
Contracting Party.” |t invokes Maceda v. Macaraig, Jr. which upheld
the claim for tax credit or refund by the National Power
Corporation (NPC) on the ground that the NPC is exempt even
from the payment of indirect taxes.

Silkair’s argument does not persuade. In Commissioner of
Internal Revenue v. Philippine Long Distance Telephone

33 supra note 20, at 256.
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Company, this Court clarified the ruling in Maceda v. Macaraig,
Jr., viz:

It may be so that in Maceda vs. Macaraig, Jr., the Court
held that an exemption from “all taxes” granted to the National
Power Corporation (NPC) under its charter includes both direct
and indirect taxes. But far from providing PLDT comfort,
Maceda in fact supportsthe case of herein petitioner, the correct
lesson of Maceda being that an exemption from “all taxes”
excludes indirect taxes, unless the exempting statute, like
NPC’scharter, isso couched astoincludeindirect tax from
the exemption. Wrote the Court:

X X X However, the amendment under Republic
Act No. 6395 enumerated the details covered by the
exemption. Subsequently, P.D. 380, made even more
specific the details of the exemption of NPC to cover,
among others, both direct and indirect taxes on all
petroleum products used in its operation. Presidential
Decree No. 938 [NPC’'s amended charter] amended the
tax exemption by simplifying the same law in general
terms. It succinctly exempts NPC from “all forms of taxes,
dutieg[,] fees...”

The use of the phrase“all forms” of taxes demonstrates
theintention of the law to give NPC all the tax exemptions
it has been enjoying before. . .

X X X X X X X X X

It is evident from the provisions of P.D. No. 938 that
its purposeisto maintain the tax exemption of NPC from
all forms of taxes including indirect taxes as provided
under R.A. No. 6395 and P.D. 380if it isto attain its goals.

The exemption granted under Section 135(b) of the NIRC of 1997
and Article 4(2) of the Air Transport Agreement between RP and
Singapore cannot, without a clear showing of legislative intent, be
construed asincluding indirect taxes. Statutes granting tax exemptions
must be construed in strictissimi jurisagainst the taxpayer and liberally
in favor of the taxing authority, and if an exemption is found to
exist, it must not be enlarged by construction.3* (Emphasis and
underscoring supplied)

34 supra note 11, at 112-114.



VOL. 713, JULY 1, 2013 151

Philippine Airlines, Inc. vs. Commissioner of Internal Revenue

Based on these rulings, it may be observed that the propriety
of atax refund claim ishinged on the kind of exemption which
formsitsbasis. If the law confers an exemption from both direct
or indirect taxes, a claimant is entitled to atax refund even if
it only bearsthe economic burden of the applicable tax. On the
other hand, if the exemption conferred only applies to direct
taxes, then the statutory taxpayer isregarded asthe proper party
to file the refund claim.

In this case, PAL’s franchise grants it an exemption from
both direct and indirect taxes on its purchase of petroleum
products. Section 13 thereof reads:

SEC. 13. In consideration of the franchise and rights hereby granted,
the grantee [PAL] shall pay to the Philippine Government during
thelife of thisfranchisewhichever of subsections (a) and (b) hereunder
will result in a lower tax:

(a) Thebasic corporateincome tax based on the grantee’ s annual
net taxable income computed in accordance with the provisions
of the National Internal Revenue Code; or

(b) A franchisetax of two per cent (2%) of the gross revenues
derived by the grantee from all sources, without distinction as
to transport or nontransport operations; provided, that with
respect to international air-transport service, only the gross
passenger, mail, and freight revenues from its outgoing flights
shall be subject to this tax.

The tax paid by the grantee under either of the above alternatives
shall bein lieu of all other taxes, duties, royalties, registration,
license, and other fees and charges of any kind, nature, or description,
imposed, levied, established, assessed, or collected by any municipal,
city, provincial, or national authority or government agency, now
or in the future, including but not limited to the following:

1. All taxes, duties, charges, royalties, or fees due on local purchases
by the grantee of aviation gas, fuel, and oil, whether refined or in
crude form, and whether such taxes, duties, charges, royalties, or
fees are directly due from or imposable upon the purchaser or
theseller, producer, manufacturer, or importer of said petroleum
products but are billed or passed on the grantee either as part
of the price or cost thereof or by mutual agreement or other
arrangement; provided, that all such purchases by, salesor deliveries
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of aviation gas, fuel, and oil to the grantee shall be for exclusive
use in its transport and nontransport operations and other activities
incidental thereto;

2. All taxes, including compensating taxes, duties, charges,
royalties, or fees due on all importations by the grantee of aircraft,
engines, equipment, machinery, spare parts, accessories, commissary
and catering supplies, aviation gas, fuel, and oil, whether refined
or in crude form and other articles, supplies, or materials; provided,
that such articles or supplies or materials are imported for the use
of the grantee in its transport and transport operations and other
activitiesincidental thereto and are not locally available in reasonable
guantity, quality, or price; (Emphasis and underscoring supplied)

X X X X X X X X X

Based on the above-cited provision, PAL’ s payment of either
the basic corporate income tax or franchise tax, whichever is
lower, shall be in lieu of all other taxes, duties, royalties,
registration, license, and other fees and charges, except only
real property tax.* The phrase“inlieu of all other taxes” includes
but isnot limited to taxesthat are* directly due from or imposable
upon the purchaser or the seller, producer, manufacturer, or
importer of said petroleum products but are billed or passed on
the grantee either as part of the price or cost thereof or by mutual
agreement or other arrangement.”*¢ In other words, in view of
PAL’s payment of either the basic corporate income tax or
franchisetax, whichever islower, PAL isexempt from paying:
(a) taxes directly due from or imposable upon it as the purchaser
of the subject petroleum products; and (b) the cost of the taxes
billed or passed on to it by the seller, producer, manufacturer,
or importer of the said products either as part of the purchase
price or by mutual agreement or other arrangement. Therefore,
given the foregoing direct and indirect tax exemptions under
its franchise, and applying the principles as above-discussed,
PAL is endowed with the legal standing to file the subject tax
refund claim, notwithstanding the fact that it is not the statutory
taxpayer as contemplated by law.

35 SEC. 13 of PAL’s franchise. See also CIR v. PAL, G.R. No. 180066,
July 7, 2009, 592 SCRA 237, 250.

36 SEC. 13(b)(1) of PAL’s franchise.
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B. Coverage of LOI 1483.

LOI 1483 amended PAL’ s franchise by withdrawing the tax
exemption privilege granted to PAL onits purchase of domestic
petroleum productsfor usein its domestic operations. It pertinently
provides:

NOW, THEREFORE, I, FERDINAND E. MARCOQOS, President
of the Philippines, by virtue of the powers vested in me by the
Constitution, do hereby order and direct that the tax-exemption
privilege granted to PAL on its purchase of domestic petroleum

productsfor usein its domestic operationsishereby withdrawn.
(Emphasis and underscoring supplied)

Onthisscore, the CIR contendsthat the purchase of the aviation
fuel imported by Caltex is a“purchase of domestic petroleum
products” because the same was not purchased abroad by PAL.

The Court disagrees.

Based on Section 13 of PAL’ sfranchise, PAL’ stax exemption
privileges on all taxes on aviation gas, fuel and oil may be
classified into three (3) kinds, namely: (a) all taxes due on
PAL’s local purchase of aviation gas, fuel and oil;* (b) all
taxes directly due from or imposable upon the purchaser or
the seller, producer, manufacturer, or importer of aviation
gas, fuel and oil but are billed or passed on to PAL;*® and (c),

37 The pertinent portion of PAL’s franchise reads:

1. All taxes, duties, charges, royalties, or fees due on |ocal
purchases by the grantee of aviation gas, fuel, and oil, whether
refined or in crude form x x X. (Emphasis and underscoring supplied)

%8 The pertinent portion of PAL’s franchise reads:

x x x and whether such taxes, duties, charges, royalties, or fees
are directly due from or imposable upon the purchaser or the
seller, producer, manufacturer, or importer of said petroleum
products but are billed or passed on the grantee either as part
of the price or cost thereof or by mutual agreement or other
arrangement; (Emphasis and underscoring supplied)

X X X X XX X X X
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all taxes due on all importations by PAL of aviation gas, fuel,
and oil .*

Viewed within the context of excisetaxes, it may be observed
that the fir st kind of tax privilege would be irrelevant to PAL
sinceit is not liable for excise taxes on locally manufactured/
produced goods for domestic sale or other disposition; based
on Section 130 of the NIRC, it isthe manufacturer or producer,
i.e., thelocal refinery, whichisregarded asthe statutory taxpayer
of the excise taxes due on the same. On the contrary, when the
economic burden of the applicable excise taxesis passed on to
PAL, it may assert two (2) tax exemptions under the second
kind of tax privilege namely, PAL’ s exemptions on (a) passed
on excise tax costs due from the seller, manufacturer/producer
in case of locally manufactured/ produced goods for domestic
sale (first tax exemption under the second kind of tax privilege);
and (b) passed on excise tax costs due from the importer in
case of imported aviation gas, fuel and oil (second tax exemption
under the second kind of tax privilege). The second kind of tax
privilege should, in turn, be distinguished from the third kind
of tax privilegewhich applieswhen PAL itself actsastheimporter
of the foregoing petroleum products. In the latter instance, PAL
isnot merely regarded asthe party to whom the economic burden
of the excisetaxesisshifted to but rather, it stands asthe statutory
taxpayer directly liable to the government for the same.*

39 The pertinent portion of PAL’s franchise reads:

2. All taxes, including compensating taxes, duties, charges,
royalties, or feesdue on all importationsby the grantee of aircraft,
engines, equipment, machinery, spare parts, accessories,
commissary and catering supplies, aviation gas, fuel, and oil,
whether refined or in crude form and other articles, supplies, or
materials; provided, that such articles or supplies or materials
areimported for the use of the granteein its transport and transport
operations and other activitiesincidental thereto and are not locally
available in reasonable quantity, quality, or price; (Emphasis and
underscoring supplied)

X X X X X X X X X
40 See SEC. 129 in relation to SEC. 131 of the NIRC.
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In view of the foregoing, the Court observes that the phrase
“purchase of domestic petroleum productsfor useinitsdomestic
operations” —which characterizesthetax privilegeL Ol 1483
withdrew — refers only to PAL’s tax exemptions on passed
on excisetax costsdue from the seller, manufacturer/producer
of locally manufactured/ produced goods for domestic sale*
and doesnot, in any way, pertain to any of PAL’stax privileges
concerning imported goods,* may it be (a) PAL’ stax exemption
on excise tax costs which are merely passed on to it by the
importer when it buysimported goods from thelatter (the second
tax exemption under the second kind of tax privilege); or (b)
PAL’ s tax exemption on its direct excise tax liability when it
imports the goods itself (the third kind of tax privilege). Both
textual and contextual analyses lead to this conclusion:

Eirst, examining its phraseol ogy, theword “domestic,” which
means “of or relating to one’s own country” or “an article of
domestic manufacture,”* clearly pertainsto goods manufactured
or produced in the Philippinesfor domestic sales or consumption
or for any other disposition* as opposed to things imported.“
In other words, by sheer divergence of meaning, the term
“domestic petroleum products’ could not refer to goods which
are imported.

Second, examining its context, certain “whereas clauses’*’
in LOI 1483 disclose that the said law was intended to lift the

41 Thefirst tax exemption under the second kind of tax privilege, relating
to the first type of excisable articles under SEC. 129 of the NIRC.

42 The second type of excisable articles under SEC. 129 of the NIRC.

43 BLACK’S LAW DICTIONARY, 9" Ed. (2009), p. 557.

4 <http://www.merriam-webster.com/dictionary/domesti c?show=08& t=
1372905302> (visited January 25, 2013).

% The first type of excisable articles under SEC. 129 of the NIRC.

% The second type of excisable articles under SEC. 129 of the NIRC.

47 WHEREAS, by virtue of a ruling of the Department of Finance,
now Ministry, dated November 17, 1969, domestic petroleum products
sold to PAL for usein its domestic operations are exempt from the payment
of specific and ad valorem taxes;
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tax privilege discussed in Department of Finance (DOF) Ruling
dated November 17, 1969 (Subject DOF Ruling) which, based
on areading of the same, clarified that PAL’ sfranchiseincluded
tax exemptions on aviation gas, fuel and oil which are
manufactured or produced in the Philippinesfor domestic sales
(and not only to those imported).® In other words, LOI 1483
was meant to divest PAL from thetax privilege which wastackled
in the Subject DOF Ruling, namely, itstax exemption on aviation
gas, fuel and oil which are manufactured or produced in the
Philippinesfor domestic sales. Consequently, if LOI 1483 was
intended to withdraw the foregoing tax exemption, then theterm

WHEREAS, this tax-exemption privilege enjoyed by PAL has resulted
in serious tax base erosions and distortions in the tax treatment of
similarly situated enterprises; (Emphasis and underscoring supplied)

X XX X XX X XX

48 By way of background, the Subject DOF Ruling was issued in response
to a letter seeking for the DOF's opinion regarding the scope of the
“imposition of the specific tax on aviation gasoline and other fuels pur chased
locally by airline companies direct from local sources of production for
use in domestic flight operations.” The conflict stemmed from the import
of BIR Ruling No. 65-116, issued on October 5, 1965, which “exempted
from the specific tax aviation fuel and other fuel oils imported by [PAL],
and similar franchise grantees but not those locally purchased by them
for use in domestic flight operations.” Through the Subject DOF Ruling,
the DOF eventually overturned BIR Ruling No. 65-116, clarifying that
PAL’sfranchise also conferred upon it tax exemption privileges concerning
aviation gas, fuel and oil which are manufactured or produced in the
Philippines for domestic sales and not only to those imported. The DOF
stated:

In view thereof, and considering that Ruling No. 65-116 of the [BIR]
is not in harmony with the established doctrine laid down by the
Supreme Court on the matter, this Department hereby modifies the
same and rules that aviation gasoline and other fuel oils directly
purchased for domestic consumption by airline companies which are
exempt from the payment of specific tax pursuant to their franchise
are also exempt from the payment of specific tax on their domestic
purchases of the same articles provided such airline companies
are already owners and possessors of such products prior to or at the
time of their removal from the place of production or bonded
warehouses of the local refineries. x x x (See Subject DOF Ruling,
pp. 3-4; emphasis and underscoring supplied)
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“purchase of domestic petroleum productsfor useinitsdomestic
operations” as used in LOI 1483 could only refer to “goods
manufactured or produced in the Philippines for domestic sales
or consumption or for any other disposition,” and not to “things
imported.” Inthisrespect, it cannot be gainsaid that PAL’stax
exemption privileges concerning imported goods remain beyond
the scope of LOI 1483 and thus, continue to subsist.

In this case, records disclose that Caltex imported aviation
fuel from abroad and merely re-sold the same to PAL, tacking
the amount of excise taxesit paid or would be liable to pay to
the government on to the purchase price. Evidently, the said
petroleum products are in the nature of “things imported” and
thus, beyond the coverage of LOI 1483 as previously discussed.
As such, considering the subsistence of PAL’s tax exemption
privileges over the imported goods subject of thiscase, PAL is
allowed to claim atax refund on the excise taxes imposed and
due thereon.

C. PAL’s entitlement to refund.

It is hornbook principle that the Court is not atrier of facts
and often, remands cases to the lower courts for the determination
of questions of such character. However, when the trial court
had already received all the evidence of the parties, the Court
may resolve the case on the merits instead of remanding them
in the interest of expediency and to better serve the ends of
justice.®®

Applying these principles, the Court finds that the evidence
on record shows that PAL was able to sufficiently prove its
entitlement to the subject tax refund. The following incidents
attest to the same:

49 «y x x On many occasions, the Court, in the public interest and

expeditious administration of justice, has resolved action on the merits,
instead of remanding them for further proceedings, as where the ends of
justice would not be subserved by the remand of the case or where the
trial court had already received all the evidence of the parties.” (Apo Fruits
Corporation v. CA, G.R. No. 164195, February 6, 2007, 514 SCRA 537).
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First, PAL timely filed its claim for refund.

Section 229% of the NIRC providesthat the claim for refund
should be filed within two (2) years from the date of payment
of the tax.

Shortly after imported aviation fuel was delivered to PAL,
Caltex electronically filed the requisite excise tax returns and
paid the corresponding amount of excise taxes, as follows:

DATE OF FILING AND FILING REFERENCE NO.
PAYMENT
July 26, 2004 074400000178825
July 27, 2004 070400000179115
July 28, 2004 070400000179294
July 29, 2004 070400000179586

PAL filed itsadministrative claim for refund on October 29,
20045 and itsjudicial claim with the CTA on July 25, 2006.52
In this regard, PAL’s claims for refund were filed on time in
accordance with the 2-year prescriptive period.

Second, PAL paid the lower of the basic corporate income
tax or the franchise tax as provided for in the afore-quoted
Section 13 of its franchise.

50 SEC. 229. Recovery of Tax Erroneously or lllegally Collected.—
X X X X X X X X X

In any case, no such suit or proceeding shall be filed after the expiration
of two (2) years from the date of payment of the tax or penalty regardless
of any supervening cause that may arise after payment: Provided, however,
That the Commissioner may, even without a written claim therefor, refund
or credit any tax, where on the face of the return upon which payment was
made, such payment appears clearly to have been erroneously paid.

51 Rollo, p. 69.
52 1d. at 70.
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Initsincome tax return for FY 2004-2005,% PAL reported
no net taxable income for the period resulting in zero basic
corporate income tax, which would necessarily be lower than
any franchise tax due from PAL for the same period.

Third, the subject excise taxeswere duly declared and remitted
to the BIR.

Contrary to the findings of the CTA that the excise taxes
sought to be refunded were not the very same taxes that were
declared in the Excise Tax Returnsfiled by Caltex>* (underscoring
the discrepancy of £23,855.00 between the amount of
P2,975,892.90 declared in the said returns and the amount of
P2,952.037.90% sought to be refunded), an examination of the
records shows a sufficient explanation for the difference.

In the Certification®® of Caltex on the volume of aviation
fuel sold to PAL and its Summary of Local Sales* (see table
below), Caltex sold 810,870 liters during the subject period
out of which 804,370 literswere sold to PAL, whilethe difference
of 6,500 liters® were sold to its other client, LBOrendain.

DATE OF SALE

DOCUMENT | July 24, | July 25, |July 26, | duly 27, | July 28, | TOTAL
2004 | 2004 | 2004 | 2004 | 2004

Certification 174,070 | 158,570 | 187,130 | 166,370 | 118,230 | 804,370
Summary of 177,070 | 158,570 | 187,130 | 166,370 | 121,730 | 810,870
Local Sales

DIFFERENCE 3,000 0 0 0 3,500 6,500

53 Exhibits “VVV”- “BBBB”, CTA rollo, pp. 573-596.
5 Exhibits “PPP"- “SSS”, CTA rollo, pp. 339-357.

%5 Rollo, p. 126.

%6 Exhibit “GGG”, CTA rollo, p. 321.

57 Exhibit “DDD”, CTA rollo, pp. 314-315.

58 810,870 liters minus 804,370 liters.
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Per Summary of Removals and Excise Tax Due on Mineral
Products Chargeable Against Payments attached to the Excise
Tax Returns,* the excise tax rate is P3.67 per liter, which, if
multiplied with 6,500 liters sold by Caltex to LBOrendain, would
equal the discrepancy amount of £23,855.00.

Further examination of therecords also reveal s that the amount
reflected in Caltex’ s Certification is consistent with the amount
indicated in Caltex’s Aviation Receipts and Invoices® and
Aviation Billing Invoice.®

Thus, finding that PAL has sufficiently proved its entitlement
to atax refund of the excise taxes subject of this case, the Court
hereby grantsits petition and consequently, annuls the assailed
CTA resolutions.

WHEREFORE, the petitionishereby GRANTED. The May
9, 2011 Decision and September 16, 2011 Resolution of the
Court of Tax Appeals En Banc in CTA EB Case No. 588 are
ANNULLED and SET ASIDE. Respondent Commissioner of
Internal Revenue is hereby ORDERED to refund or issue a
tax credit certificatein favor of the petitioner Philippine Airlines,
Inc. in the amount of £2,952,037.90.

SO ORDERED.

Carpio (Chairperson), Brion, del Castillo, and Perez, JJ.,
concur.

9 CTA rollo, pp. 48-49, 53-54, 58-59, and 63-64.
80 Exhibits “G” to “BBB”, CTA rollo, pp. 264-311.
61 Exhibit “CCC”, CTA rollo, pp. 312-313.
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Re: Letter Complaint of Fabiana Against
Presiding Justice Reyes, Jr., et al.

EN BANC
[A.M. No. CA-13-51-J. July 2, 2013]

Re: LETTER COMPLAINT OF MERLITA B. FABIANA
AGAINST PRESIDING JUSTICE ANDRES B.
REYES, JR., ASSOCIATE JUSTICES ISAIAS P.
DICDICAN AND STEPHEN C. CRUZ; CARAG
JAMORA SOMERA AND VILLAREAL LAW
OFFICES AND ITS LAWYERS ATTYS. ELPIDIO
C.JAMORA, JR. AND BEATRIZ O. GERONILLA-
VILLEGAS, LAWYERS FOR MAGSAYSAY
MARITIME CORPORATION AND VISAYAN
SURETY AND INSURANCE CORPORATION.

SYLLABUS

1. POLITICAL LAW; ADMINISTRATIVE LAW,;
ADMINISTRATIVE PROCEEDINGS; THE BURDEN
OF SUBSTANTIATING THE CHARGES FALLS ON
THE COMPLAINANT WHO MUST PROVE HER
ALLEGATIONS IN THE COMPLAINT BY
SUBSTANTIAL EVIDENCE.— In administrative
proceedings, the burden of substantiating the charges falls on
the complainant who must prove her allegationsin the complaint
by substantial evidence. Here, the allegation of willful
disobedience against respondent CA Justi ces was unsubstantiated
and baseless. The issues raised in the first petition (C.A.-G.R.
No. 109382) were limited to the NLRC' s jurisdiction over the
appeal by Magsaysay Maritime Corporation and its principal,
and to the reduction of the amounts awarded as moral and
exemplary damages. In contrast, the second petition (C.A.-
G.R. SP. No. 109699) concerned only the propriety of awarding
monetary benefits. Under the circumstances, the promulgation
by the Court of the resolution of January 13, 2010 in G.R.
No. 189726 did not divest the respondents as members of the
First Division of the CA of the jurisdiction to entertain and
pass upon the second petition (C.A.-G.R. SP. No. 109699),
something that they sought to explain through their resolution
promulgated on June 4, 2010. The explanation, whether correct
or not, was issued in the exercise of judicial discretion. It is
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not for us to say now in a resolution of this administrative
complaint whether the explanation was appropriate or not,
nor for the complainant to herself hold them in error. The
recourse open to the heirs of Fabiana, including the complainant,
wasto move for the correction of the resolution, if they disagreed
with it, and, should their motion be denied, to assail the denial
in this Court through the remedy warranted under the law.

2. I1D.; ID.; PUBLIC OFFICERS; JUDGES; DISCIPLINARY

PROCEEDINGSAND CRIMINAL ACTIONSBROUGHT
AGAINST ANY JUDGE OR JUSTICE IN RELATIONTO
THE PERFORMANCE OF OFFICIAL FUNCTIONSARE
NEITHER COMPLEMENTARY TO NOR SUPPLETORY
OF APPROPRIATE JUDICIAL REMEDIES, NOR A
SUBSTITUTE FOR SUCH REMEDIES.— The
complainant’ sinitiation of her complaint would take respondent
Justices to task for their regular performance of their office.
Y et, as the surviving spouse of the late-lamented Marlon, she
was understandably desirous of the most favorable and quickest
outcome for the claim for death benefits because hisintervening
demise had rendered her and her family bereft of his support.
Regardless of how commendable were her motivesfor initiating
this administrative complaint, however, she could not substitute
a proper judicial remedy not taken with an improper
administrative denunciation of the Justices she has hereby
charged. That is impermissible. If she felt aggrieved at all,
she should have resorted to the avail able proper judicial remedy,
and exhausted it, instead of resorting to the unworthy
disciplinary charge. Truly, disciplinary proceedings and
criminal actions brought against any Judge or Justice in relation
to the performance of official functions are neither
complementary to nor suppletory of appropriate judicial
remedies, nor a substitute for such remedies.

3. ID,;ID.;ID.;I1D.; THEMATTER BEING ADDRESSED WAS

REALLY SIMPLE AND AVOIDABLE IF ONLY THE
COURT OF APPEALSHAD PROMPTLY IMPLEMENTED
ITS CURRENT PROCEDURE FOR CONSOLIDATION
OF PETITIONSOR PROCEEDINGSRELATING TO OR
ARISING FROM THE SAME CONTROVERSIES.— To
be clear, although we do not shirk from the responsibility of
imposing discipline on the erring Judges or Justices and
employees of the Judiciary, we shall not hesitate to shield them
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from baseless charges that only serve to disrupt rather than
promote the orderly administration of justice. Even aswe dismiss
the administrative charge, we deem it necessary to observe
further, in the exercise of our administrative supervision over
the CA, that the matter addressed here was really simple and
avoidable if only the CA had promptly implemented its
current procedure for the consolidation of petitions or
proceedings relating to or arising from the same controversies.
Section 3(a), Rule Il of the 2009 Internal Rules of the Court
of Appeals hasforthrightly mandated the consolidation of related
cases assigned to different Justices.

4. REMEDIAL LAW; CIVIL PROCEDURE; CONSOLIDATION;
APPLICABLE IN CASE AT BAR.— A perusal of the two
petitions showed that they involved the same parties and the
samefacts. Even their issues of law, albeit not entirely identical,
were closely related to one another. It could not also be denied
that they assailed the same decision of the NLRC. For these
reasons alone, the request for consolidation by the heirs of
Fabiana should have been granted, and the two petitions
consolidated in the same Division of the CA. The consolidation
of two or more actions is authorized where the cases arise
from the same act, event or transaction, involve the same or
like issues, and depend largely or substantially on the same
evidence, provided that the court has jurisdiction and that
consolidation will not give one party an undue advantage or
that consolidation will not prejudice the substantial rights of
any of the parties. Asto parties, their substantial identity will
suffice. Substantial identity of parties exists when there is a
community of interest or privity of interest between a party in
the first case and a party in the second, even if the latter has
not been impleaded in the first case. As to issues, what is
required is mere identity of issues where the parties, although
not identical, present conflicting claims. The justification for
consolidation is to prevent a judge from deciding identical
issues presented in the case assigned to him in a manner that
will prejudice another judge from deciding asimilar case before
him.

5.1D.; ID.; ID.; WHILE IT IS TRUE THAT THE
CONSOLIDATION OF CASES FOR TRIAL IS
PERMISSIVE AND A MATTER OF JUDICIAL
DISCRETION, THE PERMISSIVENESS DOES NOT
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CARRY OVER TO THE APPELLATE STAGE WHERE
THE PRIMARY OBJECTIVE ISLESSTHE AVOIDANCE
OF UNNECESSARY EXPENSESAND UNDUE VEXATION
THANITISTHE IDEAL REALIZATION OF THE DUAL
FUNCTION OF ALL APPELLATE ADJUDICATIONS.—
We are perplexed why the CA did not act on and grant the
request for consolidation filed on August 20, 2009 by the heirs
of Fabiana. In fact, the consolidation should have been required
as a matter of course even without any of the parties seeking
the consolidation of the petitions, considering that the two
casesrested on the same set of facts, and involved claims arising
from the death of the late Marlon Fabiana. It is true that
under the Rules of Court, the consolidation of cases for trial
ispermissive and amatter of judicial discretion. Thisisbecause
trials held in the first instance require the attendance of the
parties, their respective counsel and their witnesses, a task
that surely entails an expense that can multiply if there are
several proceedings upon the same issues involving the same
parties. At thetrial stage, the avoidance of unnecessary expenses
and undue vexation to the parties is the primary objective of
consolidation of cases. But the permissiveness of consolidation
does not carry over to the appellate stage where the primary
objective is less the avoidance of unnecessary expenses and
undue vexationthanitistheideal realization of the dual function
of all appellate adjudications. x x x In the appellate stage,
therefore, the rigid policy is to make the consolidation of all
cases and proceedings resting on the same set of facts, or
involving identical claims or interests or parties mandatory.
Such consolidation should be made regardless of whether or
not the parties or any of them requests it. A mandatory policy
eliminates conflicting results concerning similar or like issues
between the same parties or interests even as it enhances the
administration of justice.

6. LEGAL ETHICS; ATTORNEYS; THE COURT REMINDS

ALL ATTORNEYSAPPEARING ASCOUNSEL FOR THE
INITIATING PARTIES OF THEIR DIRECT
RESPONSIBILITY TO GIVE PROMPT NOTICE OF ANY
RELATED CASES PENDING IN COURTS, AND TO
MOVE FOR THE CONSOLIDATION OF SUCH RELATED
CASESIN THE PROPER COURTS.— In this connection,
the Court reminds all attorneys appearing as counsel for the
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initiating parties of their direct responsibility to give prompt
notice of any related cases pending in the courts, and to move
for the consolidation of such related casesin the proper courts.
This responsibility proceeds from their express undertakings
in the certifications against forum-shopping that accompany
their initiatory pleadings pursuant to Section 5 of Rule 7 and
related rules in the Rules of Court, to the effect that they have
not theretofore commenced any actions or filed any claims
involving the sameissuesin any court, tribunal or quasi-judicial
agency and, to the best of their knowledge, no such other actions
or claims are pending therein; that if there were such other
pending actions or claims, to render complete statements of
the present status thereof; and if they should thereafter learn
that the same or similar actions or claims have been filed or
are pending, they shall report that fact within five daystherefrom
to the courts wherein the said complaints or initiatory pleadings
have been filed.

APPEARANCES OF COUNSEL

Mario G. Aglipay for complainant.
DECISION
BERSAMIN, J.:

This administrative matter stems from the claim for death
benefits by the heirs of thelate Marlon Fabiana (heirs of Fabiana)
against manning agent Magsaysay Maritime Corporation and
itsprincipal Air SeaHoliday GMBH-Stable OrganizationsItalia.

Complainant MerlitaB. Fabiana, Marlon’ s surviving spouse,
hereby accuses Court of Appeals (CA) Presiding Justice Andres
B. Reyes, Jr., Associate Justice |saias P. Dicdican and Associate
Justice Stephen C. Cruz, as the former Members of the CA’s
First Division, of having openly defied the resolution promulgated
by the Court on January 13, 2010 in G.R. No. 189726 entitled
Heirs of the Late Marlon A. Fabiana, [herein represented by
Merlita B. Fabiana] v. Magsaysay Maritime Corp., et al.,
whereby the Court had allegedly “fixed with finality complainant’s
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claimsfor death benefits and other monetary claims, including
damages and attorney’s fees, against the Maritime Company
arising from the death of her husband.”*

The relevant antecedents follow.

On December 19, 2007, the Labor Arbiter granted thefollowing
claims to the heirs of Fabiana, to wit:

WHEREFORE, considering all the foregoing premises,
respondents are liable to pay the following to the complainants:

1.

© © N o

10.

US $82,500.00 death benefits to complainant Merlita B.
Fabiang;

US $16,500.00 to complainant Jomari Paul B. Fabiang;

Salary differentials from July 17, 2006 to April 23, 2007
computed at US $1,038 deducting the US $424.00 monthly
salaries already paid by the respondents;

Thedifference of 1,500.00 Euro contributed by fellow Filipino
seafarer and US $1,000 remitted by respondents computed
at the rate of exchange at the time of payment;

Sick benefitsfrom April 23, 2007 to May 11, 2007 computed
at US $1,038.00 monthly salary rate;

US $331.00 guaranteed overtime pay;
P7,574.00 actual damages;
£100,000.00 for moral damages;
£1,000,000.00 exemplary damages,

Ten percent (10%) attorney’s fees computed on the total
awards.?

On December 10, 2008, the National Labor Relations
Commission (NLRC) rendered its decision,® disposing:

1 Rollo, p. 2.
2 1d. at 3-4.
3 1d. at 26-35.
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WHEREFORE, foregoing premises considered, the appeal is
MODIFIED in the sense that the award of moral and exemplary
damages are reduced to £50,000.00 each while the other awards
are AFFIRMED.

SO ORDERED.

The partiesthen separately brought their respective petitions
for certiorari to the CA, specifically:

(a)

(b)

C.A.-G.R. SP No. 109382 entitled Heirs of the late Marlon
A. Fabiana, herein represented by Merlita B. Fabiana v.
National Labor Relations Commission, Magsaysay Maritime
Corporation and Air Sea Holiday GMBH-Stab[i]le
Organizations Italia (Hotel), assailing the jurisdiction of
the NLRC in entertaining the appeal of Magsaysay Maritime
Corporation and its principal, and seeking the reinstatement
of the moral and exemplary damages as awarded by the
Labor Arbiter (first petition);* and

C.A.-G.R. SP No. 109699 entitled Magsaysay Maritime
Corporation, Eduardo Manese, Prudential Guarantee
(Surety), and Air Sea Holiday GMBH-Stable Organizations,
Italia v. Heirs of the late Marlon Fabiana, and National
Labor Relations Commission challenging the propriety of
the monetary awards granted to the heirs of Fabiana (second
petition).5

In the second petition, the petitioners averred that the late
Marlon Fabiana had died from anon-work related disease after
his employment contract had terminated.

On August 20, 2009, when the heirs of Fabiana filed their
comment vis-a-vis the second petition, they sought the
consolidation of the two petitions. Their request for consolidation
was not acted upon, however, but was soon mooted a month
later by the First Division of the CA promulgating its decision

4 |d. at 42-59 (entitled Heirs of the Late Marlon A. Fabiana, herein
represented by Merlita B. Fabiana v. National Labor Relations Commission,
et al., respondents).

51d. at 60-79.
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on thefirst petition (C.A.-G.R. No. 109382) on September 29,
2009,° to wit:

WHEREFORE, premises considered, the petition is partly
GRANTED. Accordingly, the challenged Decision is AFFIRMED
but MODIFIED insofar as interest at the rate of six percent per
annum (6% p.a.) isimposed on all the monetary awards, reckoned
from the Labor Arbiter’s judgment on 19 December 2007, except
moral and exemplary damages to which the same rate of interest is
imposed, but reckoned from the time the aforementioned decision
was promulgated on 10 December 2008 by the NLRC Sixth Division.
An additional interest of twelve percent per annum (12% p.a.) is
applied on the total amount ultimately awarded upon finality of the
decision until fully paid.

The petitioners' motion for preliminary mandatory injunction is
deemed resolved by this decision.

IT IS SO ORDERED.

Magsaysay Maritime Corporation filed on October 25, 2009
amotion for clarification in C.A.-G.R. No. 109382 instead of
amotion for reconsideration.” In response, the CA issued its
clarification on November 26, 2009 by stating that the “ affirmance
with modification” was but the “ consequence of the certiorari
petition being merely ‘partially granted.’”®

On their part, the heirs of Fabiana filed a motion for
reconsiderationin C.A.-G.R. No. 109382, which the CA denied.
Hence, on November 23, 2009, they appealed to the Court by
petition for review on certiorari (G.R. No. 189726). However,
the Court, through the Third Division,® denied the petition for

6 1d. at 16-25; penned by Associate Justice Apolinario D. Bruselas, Jr.,
with the concurrence of Presiding Justice Conrado M. Vasquez, Jr. (retired)
and Associate Justice Jose C. Reyes, Jr.

7 1d. at 82-85.

8 1d. at 86.

9 Associate Justice Renato C. Corona, Chairperson; Associate Justice
Preshitero J. Velasco, Jr., Associate Justice Antonio Eduardo B. Nachura,

Associate Justice Diosdado M. Peralta, and Associate Justice Jose C.
Mendoza, as Members.
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review on certiorari through the resol ution of January 13, 2010,
quoted as follows:

Acting on the petition for review on certiorari assailing the Decision
dated 29 September 2009 of the Court of Appeals in CA-G.R. SP
No. 109382, the Court resolves to DENY the petition for failure to
sufficiently show that the appellate court committed any reversible
error in the challenged decision as to warrant the exercise by this
Court of its discretionary appellate jurisdiction.

A careful consideration of the petition indicates a failure of the
petitioners to show any cogent reason why the actions of the Labor
Arbiter, the National Labor Relations Commission and the Court
of Appealswhich have passed upon the sameissue should be reversed.
Petitioners failed to show that their factual findings are not based
on substantial evidence or that their decisions are contrary to applicable
law and jurisprudence.

SO ORDERED.

In the meanwhile, on October 16, 2009, the heirs of Fabiana
moved to dismissthe second petition (C.A.-G.R. SP. No. 109699)
on the ground that the intervening promulgation on September
29, 2009 by the First Division of the decision on thefirst petition
(C.A.-G.R. No. 109382) had rendered the second petition moot
and academic.

On June 4, 2010, however, the First Division of the CA,
then comprised by Presiding Justice Reyes, Jr., Associate Justice
Dicdican (ponente) and Associate Justice Cruz, denied the motion
todismissfiledin C.A.-G.R. SP. No. 109699, holding thusly:

This has reference to the motion filed by the private respondents,
through their counsel, to dismiss the petition in the case at bench
on the ground that it has been rendered moot and academic by the
decision promulgated on September 29, 2009 by this Court in CA-
G.R. SP No. 109382.

10 Rollo, pp. 14-15.
11 1d. at 87-88.
2 1d. at 94-95.
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After a judicious scrutiny of the whole matter, we find the said
motion to dismiss to be wanting in merit. It is not true that the
petition in this case has been rendered moot and academic by the
decision promulgated by this Court on September 29, 2009 in CA-
G.R. SP No. 109382. The said decision rendered by this Court passed
upon two limited issues only, namely, the NLRC’s jurisdiction to
allow the petitioners’ appeal thereto despite flawsintheir verification
and non-forum shopping papers and the propriety of the reduction
by the NLRC of the amount of damages awarded to the private
respondents. A reading of the said decision will unmistakably bear
this out. However, in the case at bench, the petitioners have assailed
omnibously the NLRC's awards in favor of the private respondents
for death benefits, sickness allowance, salary differentials and other
monetary claims. We have to pass upon the propriety of all these
monetary awards.

WHEREFORE, in view of theforegoing premises, we hereby DENY
the aforementioned motion to dismiss filed in this case.

We hereby give the parties a fresh period of fifteen (15) days
from notice hereof within which to file memoranda in support of
their respective sides of the case.

SO ORDERED.

The second petition (C.A.-G.R. SP. No. 109699) was
ultimately resolved on September 16, 2011 by the Sixth Division
of the CA, composed of Associate Justice AmelitaG. Tolentino,
Associate Justice Normandie B. Pizarro (ponente) and Associate
Justice Rodil V. Zalameda, dismissing the petition upon not
finding the NLRC to have gravely abused its discretion.

As earlier adverted to, the complainant accuses Presiding
Justice Reyes, Jr., Associate Justice Dicdican and Associate
Justice Cruz with thereby willfully disobeying the resolution
of January 13, 2010 promulgated by the Court.

The complaint lacks merit.

In administrative proceedings, the burden of substantiating
the charges falls on the complainant who must prove her
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allegations in the complaint by substantial evidence.* Here,
the allegation of willful disobedience against respondent CA
Justices was unsubstantiated and baseless. Theissuesraised in
the first petition (C.A.-G.R. No. 109382) were limited to the
NLRC’sjurisdiction over the appeal by Magsaysay Maritime
Corporation and its principal, and to the reduction of the amounts
awarded asmoral and exemplary damages. In contrast, the second
petition (C.A.-G.R. SP. No. 109699) concerned only the propriety
of awarding monetary benefits. Under the circumstances, the
promulgation by the Court of the resolution of January 13, 2010
in G.R. No. 189726 did not divest the respondents as members
of the First Division of the CA of the jurisdiction to entertain
and pass upon the second petition (C.A.-G.R. SP. No. 109699),
something that they sought to explain through their resolution
promulgated on June 4, 2010. The explanation, whether correct
or not, wasissued in the exercise of judicial discretion. Itisnot
for usto say now in aresolution of thisadministrative complaint
whether the explanation was appropriate or not, nor for the
complainant to herself hold themin error. The recourse open to
the heirs of Fabiana, including the complainant, was to move
for the correction of the resolution, if they disagreed with it,
and, should their motion be denied, to assail the denial in this
Court through the remedy warranted under the law.

The complainant’s initiation of her complaint would take
respondent Justicesto task for their regular performance of their
office. Y et, asthe surviving spouse of the late-lamented Marlon,
she was understandably desirous of the most favorable and
quickest outcome for the claim for death benefits because his
intervening demise had rendered her and her family bereft of
his support. Regardless of how commendable were her motives
for initiating this administrative complaint, however, she could
not substitute aproper judicial remedy not taken with animproper
administrative denunciation of the Justices she has hereby charged.
That isimpermissible. If she felt aggrieved at all, she should
have resorted to the available proper judicial remedy, and

13 Dayagv. Gonzales, A.M. No. RTJ-05-1903, June 27, 2006, 493 SCRA
51, 60-61.
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exhausted it, instead of resorting to the unworthy disciplinary
charge.

Truly, disciplinary proceedings and criminal actions brought
against any Judge or Justicein relation to the performance of
official functions are neither complementary to nor suppletory
of appropriate judicial remedies,nor a substitute for such
remedies.’* The Court has fittingly explained why in In Re:
Joaquin T. Borromeo,* to wit:

Given the nature of the judicial function, the power vested by
the Constitution in the Supreme Court and the lower courts established
by law, the question submits to only one answer: the administrative
or criminal remedies are neither alternative nor cumulativeto judicial
review where such review is available, and must wait on the result
thereof.

Simple reflection will make this proposition amply clear, and
demonstrate that any contrary postulation can have only intolerable
legal implications. Allowing a party who feelsaggrieved by ajudicial
order or decision not yet final and executory to mount an
administrative, civil or criminal prosecution for unjust judgment
against theissuing judge would, at aminimum and as an indispensable
first step, confer the prosecutor (Ombudsman) with an incongruous
function pertaining, not to him, but to the courts: the determination
of whether the questioned disposition is erroneous in its findings of
fact or conclusions of law, or both. If he does proceed despite that
impediment, whatever determination he makes could well set off a
proliferation of administrative or criminal litigation, a possibility
hereafter more fully explored.

1 In Re: Wenceslao Laureta, March 12, 1987, 148 SCRA 382, 420,
where the Court stated:

To allow litigants to go beyond the Court’s resolution and claim that
the members acted “with deliberate bad faith” and rendered an “unjust
resolution” in disregard or violation of the duty of their high office to act
upon their own independent consideration and judgment of the matter at
hand would be to destroy the authenticity, integrity and conclusiveness of
such collegiate acts and resol utions and to disregard utterly the presumption
of regular performance of official duty. To allow such collateral attack
would destroy the separation of powers and under mine the role of the Supreme
Court as the final arbiter of all judicial disputes.

15 A.M. N0.93-7-696-0, February 21, 1995, 241 SCRA 405, 459-460.
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Such actions are impermissible and cannot prosper. It is not, as
already pointed out, within the power of public prosecutors, or the
Ombudsman or his deputies, directly or vicariously, to review
judgments or final orders or resolutions of the Courts of the land.
The power of review—Dby appeal or special civil action—isnot only
lodged exclusively in the Courts themselves but must be exercised
in accordance with a well-defined and long established hierarchy,
and long standing processes and procedures. No other review is
allowed; otherwise litigation would be interminable, and vexatiously
repetitive.

Moreover, in Re: Verified Complaint of Engr. Oscar L.
Ongjoco, Chairman of the Board/CEO of FH-Gymn Multi-
Purpose and Transport Service Cooper ative, against Hon. Juan
Q. Enriquez, Jr., Hon. Ramon M. Bato, Jr. and Hon. Florito
S. Macalino, Associate Justices, Court of Appeals,*® the Court
ruminates:

In this regard, we reiterate that a judge’s failure to correctly
interpret the law or to properly appreciate the evidence presented
does not necessarily incur administrative liability, for to hold him
administratively accountable for every erroneous ruling or decision
he renders, assuming he has erred, will be nothing short of harassment
and will make his position doubly unbearable. His judicial office
will then be rendered untenable, because no one called upon to try
the facts or to interpret the law in the process of administering
justice can be infallible in his judgment. Administrative sanction
and criminal liability should be visited on him only when the error
is so gross, deliberate and malicious, or is committed with evident
bad faith, or only in clear cases of violations by him of the standards
and norms of propriety and good behavior prescribed by law and
the rules of procedure, or fixed and defined by pertinent
jurisprudence.

To be clear, although we do not shirk from the responsibility
of imposing discipline on the erring Judges or Justices and
employees of the Judiciary, we shall not hesitate to shield them

16 A.M. OCA I.P.I. No. 11-184-CA-J, January 31, 2012, 664 SCRA
465, 475-476.
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from baseless charges that only serve to disrupt rather than
promote the orderly administration of justice.’”

Even as we dismiss the administrative charge, we deem it
necessary to observe further, in the exercise of our administrative
supervision over the CA, that the matter addressed here was
really simple and avoidable if only the CA had promptly
implemented its current procedure for the consolidation of
petitions or proceedings relating to or arising from the same
controversies. Section 3(a), Rulelll of the 2009 Internal Rules
of the Court of Appeals has forthrightly mandated the
consolidation of related cases assigned to different Justices, viz

Section 3. Consolidation of Cases. — When related cases are
assigned to different justices, they shall be consolidated and
assigned to one Justice.

(@) Upon motion of a party with notice to the other partyl/ies,
or at the instance of the Justice to whom any or the related cases is
assigned, upon notice to the parties, consolidation shall ensuewhen
the cases involve the same parties and/or related questions of
fact and/or law. (Emphases supplied)

X X X X X X X X X

A perusal of thetwo petitions showed that they involved the
same parties and the same facts. Even their issues of law, albeit
not entirely identical, were closely related to one another. It
could not also be denied that they assailed the same decision of
the NLRC. For these reasons alone, the request for consolidation
by the heirs of Fabiana should have been granted, and the two
petitions consolidated in the same Division of the CA.

The consolidation of two or more actionsis authorized where
the cases arise from the same act, event or transaction, involve
the same or like issues, and depend largely or substantially on
the same evidence, provided that the court hasjurisdiction and
that consolidation will not give one party an undue advantage
or that consolidation will not prejudice the substantial rights of

17 Mataga v. Rosete, A.M. No. MTJ-03-1488, October 13, 2004, 440
SCRA 217, 221-222.
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any of the parties.® Asto parties, their substantial identity will
suffice. Substantial identity of parties exists when there is a
community of interest or privity of interest between a party in
the first case and a party in the second, even if the latter has
not been impleaded in the first case.’® As to issues, what is
required is mere identity of issues where the parties, although
not identical, present conflicting claims.? Thejustification for
consolidation isto prevent ajudge from deciding identical issues
presented in the case assigned to him in a manner that will
prejudice another judge from deciding asimilar case before him.

We are perplexed why the CA did not act on and grant the
request for consolidation filed on August 20, 2009 by the heirs
of Fabiana. Infact, the consolidation should have been required
as a matter of course even without any of the parties seeking
the consolidation of the petitions, considering that the two cases
rested on the same set of facts, and involved claims arising
from the death of the late Marlon Fabiana.

It is true that under the Rules of Court,? the consolidation
of cases for trial is permissive and a matter of judicial

18 Cafios v. Peralta, No. L-38352, August 19, 1982, 115 SCRA 843,
846.

1% Heirs of Trinidad De Leon Vda. de Roxas v. Court of Appeals, G.R.
No. 138660, February 5, 2004, 422 SCRA 101, 116.

20 Hacienda Bigaa, Inc. v. Chavez, G.R. No. 174160, April 20, 2010,
618 SCRA 559, 576.

21 For civil trials, the rule on consolidation is Section 1, Rule 31, Rules
of Court, which provides:

Section 1. Consolidation. — When actionsinvolving acommon question
of law or fact are pending before the court, it may order a joint hearing or
trial of any or all the matters in issue in the actions; it may order all the
actions consolidated; and it may make such orders concerning proceedings
therein as may tend to avoid unnecessary costs or delay. (1)

For criminal trials, Section 22, Rule 119, Rules of Court states:

Section 22. Consolidation of trials of related offenses. — Charges for
offenses founded on the same facts or forming part of a series of offenses
of similar character may be tried jointly at the discretion of the court.
(14a)
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discretion.?? This is because trials held in the first instance
require the attendance of the parties, their respective counsel
and their witnesses, a task that surely entails an expense that
can multiply if there are several proceedings upon the same
issuesinvolving the same parties. At thetrial stage, the avoidance
of unnecessary expenses and undue vexation to the partiesis
the primary objective of consolidation of cases.® But the
permissiveness of consolidation does not carry over to the
appellate stage where the primary objectiveislessthe avoidance
of unnecessary expenses and undue vexation than it istheideal
realization of the dual function of all appellate adjudications.
The dual function is expounded thuswise:

An appellate court serves a dual function. The first isthe review
for correctness function, whereby the case is reviewed on appeal to
assure that substantial justice has been done. The second is the
institutional function, which refers to the progressive development
of the law for general application in the judicial system.

Differently stated, the review for correctnessfunctionisconcerned
with the justice of the particular case while theinstitutional function
is concerned with the articulation and application of constitutional
principles, the authoritative interpretation of statutes, and the
formulation of policy within the proper sphere of thejudicial function.

The duality also relates to the dual function of all adjudication
in the common law system. The first pertains to the doctrine of res
judicata, which decides the case and settles the controversy; the
second is the doctrine of stare decisis, which pertains to the
precedential value of the case which assistsin deciding future similar
cases by the application of the rule or principle derived from the
earlier case.

With each level of the appellate structure, the review for correctness
function diminishes and the institutional function, which concerns

22 Mega-Land Resources and Development Corporation v. C-E
Construction Corporation, G.R. No. 156211, July 31, 2007, 528 SCRA
622, 636; People v. Sandiganbayan, G.R. No. 149495, August 21, 2003,
409 SCRA 419, 423.

2 yu, &. v. Basilio G. Magno Construction and Devel opment Enter prises,
Inc., G.R. Nos. 138701-02, October 17, 2006, 504 SCRA 618, 631.
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itself with uniformity of judicial administration and the progressive
development of the law, increases.?*

In the appellate stage, therefore, the rigid policy isto make
the consolidation of all cases and proceedings resting on the
same set of facts, or involving identical claims or interests or
parties mandatory. Such consolidation should be made regardless
of whether or not the parties or any of them requests it. A
mandatory policy eliminates conflicting results concerning similar
or like issues between the same parties or interests even as it
enhances the administration of justice.

Inthis connection, the Court reminds all attorneys appearing
as counsel for theinitiating parties of their direct responsibility
to give prompt notice of any related cases pending in the courts,
and to move for the consolidation of such related cases in the
proper courts. This responsibility proceeds from their express
undertakings in the certifications against forum-shopping that
accompany their initiatory pleadings pursuant to Section 5 of
Rule 7 and related rules in the Rules of Court, to the effect that
they have not theretof ore commenced any actions or filed any
claimsinvolving the sameissuesin any court, tribunal or quasi-
judicial agency and, to the best of their knowledge, no such
other actions or claims are pending therein; that if there were
such other pending actions or claims, to render complete
statements of the present status thereof; and if they should
thereafter learn that the same or similar actions or claims have
been filed or are pending, they shall report that fact within five
days therefrom to the courts wherein the said complaints or
initiatory pleadings have been filed.

WHEREFORE, the Court DI SM | SSES the administrative
complaint against Presiding Justice Andres B. Reyes, Jr.,
Assaciate Justice | saias P. Dicdican and A ssociate Justice Stephen
C. Cruz of the Court of Appeals for its lack of merit.

The Court of Appeals is DIRECTED to forthwith adopt
measures that will ensure the strict observance of Section 3,

24 Bersamin, L.P., Appeal and Review in the Philippines, 2000 (2
Edition), Central Professional Books, Inc., Quezon City, p. 355.
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Rule 111 of the 2009 Internal Rules of the Court of Appeals,
including therevision of theruleitself to make the consolidation
of cases and proceedings concerning similar or like issues or
involving the same parties or interests mandatory and not
dependent on the initiative of the parties or of any of them.

All attorneys of the partiesin cases brought to the third level
courts either on appeal or interlocutory review (like certiorari)
are REQUIRED to promptly notify the reviewing courts of
the pendency of any other cases and proceedingsinvolving the
same parties and issues pending in the same or other courts.

L et this decision be FURNISHED to the Court of Appeals,
Sandiganbayan, Court of Tax Appeals and the Office of the
Court Administrator for their guidance; and to the Integrated
Bar of the Philippines for dissemination to all its chapters.

SO ORDERED.

Sereno, C.J., Carpio, Velasco, Jr., Leonardo-de Castro,
Brion, Peralta, del Castillo, Abad, Villarama, Jr., Perez,
Mendoza, Reyes, Perlas-Bernabe, and Leonen, JJ., concur.

EN BANC
[G.R. No. 195649. July 2, 2013]

CASAN MACODE MAQUILING, petitioner,  vs.
COMMISSION ON ELECTIONS, ROMMEL
ARNADO Y CAGOCO, and LINOG G. BALUA.
respondents.

SYLLABUS

1. REMEDIAL LAW; EVIDENCE; JUDICIAL NOTICE; THE
COURT CANNOT TAKE JUDICIAL NOTICE OF
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FOREIGN LAWS, WHICH MUST BE PRESENTED AS
PUBLIC DOCUMENTSOF A FOREIGN COUNTRY AND
MUST BE EVIDENCED BY AN OFFICIAL
PUBLICATION THEREOF; MERE REFERENCE TO A
FOREIGN LAW IN A PLEADING DOES NOT SUFFICE
FORIT TO BE CONSIDERED IN DECIDING A CASE.—
Respondent cites Section 349 of the Immigration and
Naturalization Act of the United States as having the effect of
expatriation when he executed his Affidavit of Renunciation
of American Citizenship on April 3, 2009 and thus claims
that he was divested of his American citizenship. If indeed,
respondent was divested of all therights of an American citizen,
the fact that he was still able to use his US passport after
executing his Affidavit of Renunciation repudiates this claim.
The Court cannot take judicial notice of foreign laws, which
must be presented as public documents of a foreign country
and must be “evidenced by an official publication thereof.”
Mere reference to aforeign law in a pleading does not suffice
for it to be considered in deciding a case.

2. ID.; ID.; SETTLED RULE ON FINDINGS OF FACTS OF
ADMINISTRATIVE BODIESNOT APPLICABLEIN CASE
AT BAR; THE RULING OF THE COMMISSION ON
ELECTIONS EN BANC IS BASED ON A
MISAPPREHENSION OF FACTS THAT THE USE OF
U.S. PASSPORT WAS DISCONTINUED WHEN
RESPONDENT OBTAINED HIS PHILIPPINE
PASSPORT.— Well-settled is the rule that findings of fact
of administrative bodieswill not be interfered with by the courts
in the absence of grave abuse of discretion on the part of said
agencies, or unlessthe aforementioned findings are not supported
by substantial evidence. They are accorded not only great respect
but even finality, and are binding upon this Court, unless it
is shown that the administrative body had arbitrarily disregarded
or misapprehended evidence before it to such an extent as to
compel acontrary conclusion had such evidence been properly
appreciated. Nevertheless, it must be emphasized that
COMELEC First Division found that Arnado used his U.S.
Passport at least six times after he renounced his American
citizenship. This was debunked by the COMELEC En Banc,
which found that Arnado only used his U.S. passport four times,
and which agreed with Arnado’s claim that he only used his
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U.S. passport on those occasions because his Philippine passport
was not yet issued. x x x This conclusion, however, is not
supported by the facts. Arnado claims that his Philippine
passport was issued on 18 June 2009. The records show that
he continued to use his U.S. passport even after he already
received his Philippine passport. Arnado’ stravel records show
that he presented his U.S. passport on 24 November 2009, on
21 January 2010, and on 23 March 2010. These facts were
never refuted by Arnado. Thus, the ruling of the COMELEC
En Banc is based on a misapprehension of the facts that the
use of the U.S. passport was discontinued when Arnado obtained
his Philippine passport. Arnado’s continued use of his U.S.
passport cannot be considered asisolated acts contrary to what
the dissent wants us to believe. It must be stressed that what
isat stake hereisthe principlethat only those who are exclusively
Filipinos are qualified to run for public office. If we allow
dual citizens who wish to run for public office to renounce
their foreign citizenship and afterwards continue using their
foreign passports, we are creating a special privilege for these
dual citizens, thereby effectively junking the prohibition in
Section 40(d) of the Local Government Code.

3. POLITICAL LAW; LOCAL GOVERNMENT CODE;

ELECTIVE OFFICIALS; DISQUALIFICATIONS; DUAL
CITIZENSHIP; ESTABLISHED BY THE FACT THAT AT
THE TIME RESPONDENT FILED HIS CERTIFICATE
OF CANDIDACY, HE WAS NOT ONLY A FILIPINO
CITIZEN BUT, BY HIS OWN DECLARATION, ALSO
AN AMERICAN CITIZEN.— Respondent likewise contends
that this Court failed to cite any law of the United States
“providing that aperson who is divested of American citizenship
thru an Affidavit of Renunciation will re-acquire such American
citizenship by using aUS Passport issued prior to expatriation.”
American law does not govern in this jurisdiction. Instead,
Section 40(d) of the Local Government Code callsfor application
in the case before us, given the fact that at the time Arnado
filed his certificate of candidacy, he was not only a Filipino
citizen but, by his own declaration, also an American citizen.
It isthe application of thislaw and not of any foreign law that
serves as the basis for Arnado’s disqualification to run for
any local elective position.



VOL. 713, JULY 2, 2013 181

Magquiling vs. COMELEC, et al.

4.1D.; ID.; ID.; ID.; ID.; OUR LAWS INDICATE A POLICY
THAT ANYONE WHO SEEKS TO RUN FOR PUBLIC
OFFICE MUST BE SOLELY AND EXCLUSIVELY A
FILIPINO CITIZEN; TOALLOW A FORMER FILIPINO
WHO REACQUIRES PHILIPPINE CITIZENSHIP TO
CONTINUE USING A FOREIGN PASSPORT EVEN
AFTER HE HAS RENOUNCED HIS FOREIGN
CITIZENSHIP IS TO ALLOW A COMPLETE
DISREGARD OF THE POLICY.— With all due respect to
the dissent, the declared policy of Republic Act No. (RA) 9225
isthat “all Philippine citizens who become citizens of another
country shall be deemed not to have lost their Philippine
citizenship under the conditions of thisAct.” Thispolicy pertains
to the reacquisition of Philippine citizenship. Section 5(2)
requires those who have re-acquired Philippine citizenship
and who seek elective public office, to renounce any and all
foreign citizenship. This requirement of renunciation of any
and all foreign citizenship, when read together with Section
40(d) of the Local Government Code which disqualifies those
with dual citizenship from running for any elective local
position, indicates a policy that anyone who seeks to run for
public office must be solely and exclusively aFilipino citizen.
To alow aformer Filipino who reacquires Philippine citizenship
to continue using a foreign passport — which indicates the
recognition of a foreign state of the individual as its national
—even after the Filipino hasrenounced hisforeign citizenship,
is to allow a complete disregard of this policy.

5.1D.; ID.; ID.; ID.; ID.; THE MAJORITY DECISION WAS
NOT RULING ON A SITUATION OF DOUBT; THERE
ISNO DOUBT THAT SECTION 40(D) OF THE LOCAL
GOVERNMENT CODE DISQUALIFIES THOSE WITH
DUAL CITIZENSHIP FOR LOCAL ELECTIVE
POSITIONS.— We respectfully disagree that the majority
decision rules on asituation of doubt. Indeed, thereisno doubt
that Section 40(d) of the Local Government Code disqualifies
those with dual citizenship from running for local elective
positions. Thereislikewise no doubt that the use of a passport
is a positive declaration that one is a citizen of the country
which issued the passport, or that a passport proves that the
country which issued it recognizes the person named therein
as its national. It is unquestioned that Arnado is a natural
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born Filipino citizen, or that he acquired American citizenship
by naturalization. There is no doubt that he reacquired his
Filipino citizenship by taking his Oath of Allegiance to the
Philippines and that he renounced his American citizenship.
It is also indubitable that after renouncing his American
citizenship, Arnado used his U.S. passport at least six times.
If there is any remaining doubt, it is regarding the efficacy of
Arnado’s renunciation of his American citizenship when he
subsequently used his U.S. passport. The renunciation of foreign
citizenship must be complete and unequivocal. The requirement
that the renunciation must be made through an oath emphasizes
the solemn duty of the one making the oath of renunciation to
remain true to what he has sworn to. Allowing the subsequent
use of aforeign passport becauseit is convenient for the person
to do so is rendering the oath a hollow act. It devalues the act
of taking of an oath, reducing it to amere ceremonial formality.
The dissent states that the Court has effectively left Arnado
“a man without a country.” On the contrary, this Court has,
in fact, found Arnado to have more than one. Nowhere in the
decision doesit say that Arnado is not a Filipino citizen. What
the decision merely points out isthat he also possessed another
citizenship at the time he filed his certificate of candidacy.

BRION, J., dissenting opinion:

1. POLITICAL LAW; CITIZENSHIP;, CITIZENSHIP

RETENTION AND RE-ACQUISITION ACT (R.A. 9225);
THE ASSAILED DECISION RULES ON A SITUATION
OF DOUBT AND IN THE RELATIVELY UNCHARTED
AREA OF APPLICATION WHERE R.A. 9225 OVERLAPS
WITH OUR ELECTION LAWS; IN A SITUATION OF
DOUBT, DOUBTS SHOULD BE RESOLVED IN FAVOR
OF FULL FILIPINO CITIZENSHIP.— The assailed Decision
rules on a situation of doubt and in the relatively uncharted
ar ea of application where RA 9225 overlaps with our election
laws. It reverses the Commission on Elections (COMELEC)
ruling that respondent Rommel C. Arnado’s use of his United
States (U.S.) passport was isolated and did not affect his
renunciation of his previous U.S. citizenship and his re-
acquisition of Filipino citizenship. These, to my mind, should
have been the starting points in the Court’s consideration of
the present case and the motion for reconsideration. x x X In
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asituation of doubt, doubts should be resolved in favor of full
Filipino citizenship since the thrust of RA 9225 isto encourage
the return to Filipino citizenship of natural-born Filipinos who
lost their Philippine citizenship through their acquisition of
another citizenship. Notein thisregard that Arnado consciously
and voluntarily gave up a very much sought after citizenship
status in favor of returning to full Filipino citizenship and
participating in Philippine governance. From the perspective
of our election laws, doubts should also be resolved in favor
of Arnado since hiselection to the office of Mayor of Kauswagan,
Lanao del Norte was never in doubt. The present voters of
Kauswagan, Lanao del Norte have eloquently spoken and
approved Arnado’s offer of service not only once but twice —
in 2010 and now in 2013. Note that the present case was very
much alive in the minds of the Kauswagan voters in the
immediately past May 13, 2013 elections, yet they again voted
Arnado into office.

2. ID.; ID.; ID.; AFTER COMPLYING WITH THE TWIN
REQUIREMENTS OF R.A. 9225, RESPONDENT NOT
ONLY BECAME A “PURE” FILIPINO CITIZEN BUT
ALSO BECAME ELIGIBLE TO RUN FOR PUBLIC
OFFICE; THE MAJORITY'S EFFECTIVE REVERSAL
OF AZNAR V. COMMISSION ON ELECTIONS UNDER
MURKY FACTS AND THE FLIMSIEST OF REASONS,
CREATED A NEW GROUND FOR THE LOSS OF THE
POLITICAL RIGHTSOF A FILIPINO CITIZEN.— After
complying with the twin requirements of RA 9225, Arnado
not only became a “pure” Filipino citizen but also became
eligible to run for public office. To be sure, the majority in
fact concedes that Arnado’s use of his U.S. passport is not a
ground for loss of Filipino citizenship under Commonwealth
Act No. 63 as the law requires express renunciation and not
by implication or inference from conduct. Why the norm will
be any different with respect to the loss of citizenship rights
is, to my mind, a question that the majority ruling left hanging
and unanswered asit disregards adirectly related jurisprudential
landmark — Aznar v. Commission on Elections - where the
Court ruled that the mere fact that therein respondent Emilio
Mario Renner Osmefia was a holder of a certificate that he is
an American did not mean that he was no longer a Filipino,
and that an application for an alien certificate of registration
did not amount to arenunciation of his Philippine citizenship.
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Through the Court’ sruling in the present case (that by Arnado’s
isolated use of his U.S. passport, he is reverted to the status
of a dual citizen), the Court effectively reversed Aznar and,
under murky facts and the flimsiest of reasons, created a new
ground for thelossof the political rightsof aFilipino citizen.

3. ID.; ID.; ID.; NATURAL-BORN CITIZENS WHO WERE

DEEMED TO HAVE LOST THEIR PHILIPPINE
CITIZENSHIPBECAUSE OF THEIR NATURALIZATION
AS CITIZENS OF A FOREIGN COUNTRY AND WHO
SUBSEQUENTLY COMPLIED WITH THE
REQUIREMENTSOF R.A. 9225 ARE DEEMED NOT TO
HAVE LOST THEIR PHILIPPINE CITIZENSHIP; R.A.
9225 AL SO CURED AND NEGATED THE PRESUMPTION
MADE UNDER COMMONWEALTH ACT 63.— Toreiterate
what | have stated before, under RA 9225, natural-born citizens
who were deemed to have lost their Philippine citizenship
because of their naturalization as citizens of aforeign country
and who subsequently complied with the requirements of RA
9225 are deemed not to have lost their Philippine citizenship.
RA 9225 cured and negated the presumption made under
CA 63. Hence, asin Japzon v. Commission on Elections, Arnado
assumed “pure” Philippine citizenship again after taking the
Oath of Allegiance and executing an Oath of Renunciation of
his American citizenship under RA 9225. In this light, the
proper framing of the mainissuein this case should be whether
Arnado’ suse of hisU.S. passport affected his statusasa*“ pure”
Philippine citizen. In question form — did Arnado’s use of a
U.S. passport amount to a ground under the law for the loss
of hisFilipino citizenship under CA 63 or hisrightsthereunder
or, alternatively, the retention of his dual citizenship status?
That Arnado’s use of his U.S. passport amounts to an express
renunciation of his Filipino citizenship or some of his rights
asacitizen—when its use was an isolated act that he sufficiently
explained and fully justified — is not a conclusion that is easy
to accept under the available facts of the case and the prevailing
law. | emphasize that the law requires express renunciation
in order to lose Philippine citizenship. The term means a
renunciation that is made distinctly and explicitly and is not
left toinferenceor implication; itisarenunciation manifested
by direct and appropriate language, as distinguished from
that which is inferred from conduct. The appreciation of
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Arnado’s use of his U.S. passport should not depart from this
norm, particularly in a situation of doubt. Aznar, already cited
above, presents a clear and vivid example, taken from
jurisprudence, of what “ expressrenunction” isnot. The Court
ruled that the mere fact that Osmefiawas aholder of acertificate
that he is an American did not mean that he is no longer a
Filipino, and that an application for an alien certificate of
registration did not amount to a renunciation of his Philippine
citizenship.

4. 1D.; ID.; ID.; OTHER THAN RESPONDENT'SUSE OF HIS
U.S. PASSPORT IN TWO TRIPS TO AND FROM THE
U.S., THE RECORD DOES NOT BEAR OUT ANY
INDICATION, SUPPORTED BY EVIDENCE, OF
RESPONDENT'S INTENTION TO RE-ACQUIRE U.S.
CITIZENSHIP; THEISOLATED ACT OF USING HISU.S.
PASSPORT DID NOT UNDO RESPONDENT’'S
RENUNCIATION OF HIS U.S. CITIZENSHIP.— In the
present case, other than the use of his U.S. passport in two
trips to and from the U.S., the record does not bear out any
indication, supported by evidence, of Arnado’s intention to
re-acquire U.S. citizenship. In the absence of clear and
affirmative acts of re-acquisition of U.S. citizenship either by
naturalization or by express acts (such as the re-establishment
of permanent residency in the U.S.), Arnado’s use of his U.S.
passport cannot but be considered an isolated act that did not
undo his renunciation of his U.S. citizenship. What he might
in fact have done was to violate American law on the use of
passports, but this is a matter irrelevant to the present case.
Thus, Arnado remains to be a “pure” Filipino citizen and the
loss of his Philippine citizenship or of citizenship rights cannot
be presumed or inferred from hisisolated act of using hisU.S.
passport for travel purposes. | do not dispute that an Oath of
Renunciation is not an empty or formal ceremony that can be
perfunctorily professed at any given day, only to be disregarded
on the next. Asamandatory requirement under Section 5(2)
of RA 9225, it allows former natural-born Filipino citizens
who were deemed to have lost their Philippine citizenship by
reason of naturalization as citizens of a foreign country to
enjoy full civil and political rights, foremost among them, the
privilege to run for public office.
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5. ID.;ID.; ID.; RESPONDENT'SUSE OF HISU.S. PASSPORT
DESPITE HISRENUNCIATION OF U.S. CITIZENSHIP
IS JUSTIFIED.— It is another matter, however, to say that
Arnado effectively negated his Oath of Renunciation when he
used his U.S. passport for travel to the U.S. To reiterate, if
only for emphasis, Arnado sufficiently justified the use of his
U.S. passport despite his renunciation of his U.S. citizenship:
when he travelled on April 14, 2009, June 25, 2009 and July
29, 2009, he had no Philippine passport that he could have
used to travel to the U.S. to attend to the business and other
affairs that he was leaving. If at all, he could be faulted for
using his U.S. passport by the time he returned to the Philippines
on November 24, 2009 because at that time, he had presumably
received his Philippine passport. However, given the
circumstances of Arnado’s use and that he consistently used
his Philippine passport for travel after November 24, 2009,
the true character of his use of his U.S. passport stands out
and cannot but be an isolated and convenient act that did not
negate his Oath of Renunciation. In these lights, | maintain
the conclusion that no basis exists to overturn the ruling of
the COMELEC for grave abuse of discretion; its ruling was
neither capricious nor arbitrary as it had basis in law and in
fact.

6. ID.; ID.; ID.; THE COURT’'S PRONOUNCEMENT HAS
EFFECTIVELY LEFT RESPONDENT “A MANWITHOUT
A COUNTRY.”— With the Court’s assailed pronouncement
and its underlying negative policy implication, the Court has
effectively left Arnado “[A] MAN WITHOUT A COUNTRY”
- neither a U.S. citizen by U.S. law, nor a Filipino citizen
with full political rights despite his compliance with all the
requirements of RA 9225. The only justification given for
the treatment was the isolated use of Arnado’sold U.S. passport
in traveling between the U.S. and the Philippines before the
duly applied for Philippine passport could be issued. Under
this situation, read in the context of the election environment
under which Japzon v. Commission on Elections was made,
the following ruling was apparently lost on the majority: Finaly,
when the evidence of x x x lack of residence qualification of
a candidate for an elective position is weak or inconclusive
and it clearly appears that the purpose of the law would not
be thwarted by upholding the victor’s right to the office, the
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will of the electorate should be respected. For the purpose of
election laws is to give effect to, rather than frustrate, the
will of thevoters. x x X Inthis case, Japzon failed to substantiate
hisclaim that Ty isineligible to be Mayor of the Municipality
of General Macarthur, Eastern Samar, Philippines.

APPEARANCES OF COUNSEL

Rexie Efren A. Bugaring and Associates Law Offices and
Musico Law Office for petitioner.

Federico R. Miranda for Linog G. Balua.

The Solicitor General for public respondent.

Tomas O. Cabili and Rejoice S. Subejano for Mayor Rommel
Arnado.

RESOLUTION
SERENO, C.J.:

This Resolution resol ves the M otion for Reconsideration filed
by respondent on May 10, 2013 and the Supplemental Motion
for Reconsideration filed on May 20, 2013.

We are not unaware that the term of office of thelocal officials
elected in the May 2010 elections has already ended on June
30, 2010. Arnado, therefore, has successfully finished histerm
of office. Whiletherelief sought can no longer be granted, ruling
on the motion for reconsideration is important as it will either
affirm the validity of Arnado’s election or affirm that Arnado
never qualified to run for public office.

Respondent failed to advance any argument to support his
plea for the reversal of this Court’s Decision dated April 16,
2013. Instead, he presented his accomplishments as the Mayor
of Kauswagan, Lanao del Norte and reiterated that he has taken
the Oath of Allegiance not only twice but six times. It must be
stressed, however, that the relevant question is the efficacy of
hisrenunciation of hisforeign citizenship and not the taking of
the Oath of Allegianceto the Republic of the Philippines. Neither
do his accomplishments as mayor affect the question before
this Court.
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Respondent cites Section 349 of the Immigration and
Naturalization Act of the United States as having the effect of
expatriation when he executed his Affidavit of Renunciation of
American Citizenship on April 3, 2009 and thus claims that he
was divested of his American citizenship. If indeed, respondent
was divested of all the rights of an American citizen, the fact
that he was still able to use his US passport after executing his
Affidavit of Renunciation repudiates this claim.

The Court cannot takejudicial notice of foreign laws,* which
must be presented as public documents? of a foreign country
and must be “evidenced by an official publication thereof.”?
Mere reference to aforeign law in a pleading does not suffice
for it to be considered in deciding a case.

Respondent likewise contends that this Court failed to cite
any law of the United States “providing that a person who is
divested of American citizenship thru an Affidavit of Renunciation

1 Benedicto v. CA, G.R. No. 125359, 4 September 2001, citing Vda. de
Perez v. Tolete, 232 SCRA 722, 735 (1994), which in turn cited Philippine
Commercial and Industrial Bank v. Escolin, 58 SCRA 266 (1974).

2 See Sec. 19, Rule 132 of the Rules of Court:

SEC. 19. Classes of Documents. — For the purpose of their presentation
in evidence, documents are either public or private.

Public documents are:

(a) The written official acts, or records of the official acts of the sovereign
authority, official bodies and tribunals, and public officers, whether of
the Philippines, or of a foreign country.

3 Sec. 24, Rule 132 of the Rules of Court

SEC. 24. Proof of official record. — Therecord of public documentsreferred
to in paragraph (a) of Section 19, when admissible for any purpose, may
be evidenced by an official publication thereof or by a copy attested by the
officer having the legal custody of the record, or by his deputy, and
accompanied, if the record is not kept in the Philippines, with a certificate
that such officer has the custody. If the office in which the record is kept
isin aforeign country, the certificate may be made by a secretary of the
embassy or legation, consul general, consul, vice consul, or consular agent
or by any officer in the foreign service of the Philippines stationed in the
foreign country in which the record is kept, and authenticated by the seal
of his office.
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will re-acquire such American citizenship by using aUS Passport
issued prior to expatriation.”*

American law does not govern in thisjurisdiction. Instead,
Section 40(d) of the Local Government Code callsfor application
in the case before us, given the fact that at the time Arnado
filed his certificate of candidacy, he was not only a Filipino
citizen but, by his own declaration, also an American citizen.
It isthe application of thislaw and not of any foreign law that
serves as the basis for Arnado’ s disqualification to run for any
local elective position.

With all due respect to the dissent, the declared policy of
Republic Act No. (RA) 9225 is that “all Philippine citizens
who become citizens of another country shall be deemed not to
have lost their Philippine citizenship under the conditions of
thisAct.”® Thispolicy pertainsto the reacquisition of Philippine
citizenship. Section 5(2)° requires those who have re-acquired
Philippine citizenship and who seek elective public office, to
renounce any and all foreign citizenship.

This requirement of renunciation of any and all foreign
citizenship, when read together with Section 40(d) of the L ocal
Government Code’ which disqualifiesthose with dual citizenship

4 Motion for Reconsideration, p. 2
5 Sec. 2, RA 9225,

6 Sec. 5. Civil and Political Rights and Liabilities. — Those who retain

or reacquire Philippine citizenship under this Act shall enjoy full civil
and political rights and be subject to all attendant liabilities and
responsibilities under existing laws of the Philippines and the following
conditions:
(2) Those seeking elective public office in the Philippines shall meet the
qualificationsfor holding such public office as required by the Constitution
and existing laws and, at the time of the filing of the certificate of candidacy,
make a personal and sworn renunciation of any and all foreign citizenship
before any public officer authorized to administer an oath;

7 SECTION 40. Disqualifications. — The following persons are
disqualified from running for any elective local position:

[..]
(d) Those with dual citizenship;
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from running for any elective local position, indicates a policy
that anyone who seeks to run for public office must be solely
and exclusively a Filipino citizen. To allow a former Filipino
who reacquires Philippine citizenship to continue using aforeign
passport —which indicates the recognition of aforeign state of
the individual as its national — even after the Filipino has
renounced hisforeign citizenship, isto allow acomplete disregard
of this policy.

Further, we respectfully disagree that the majority decision
rules on a situation of doubt.

Indeed, there is no doubt that Section 40(d) of the Local
Government Code disqualifies those with dual citizenship from
running for local elective positions.

There is likewise no doubt that the use of a passport is a
positive declaration that one is a citizen of the country which
issued the passport, or that a passport proves that the country
which issued it recognizesthe person named therein asits national .

Itisunquestioned that Arnado isanatural born Filipino citizen,
or that he acquired American citizenship by naturalization. There
isno doubt that he reacquired his Filipino citizenship by taking
his Oath of Allegiance to the Philippines and that he renounced
his American citizenship. It is also indubitable that after
renouncing his American citizenship, Arnado used his U.S.
passport at least six times.

If there is any remaining doubt, it is regarding the efficacy
of Arnado’ srenunciation of his American citizenship when he
subsequently used hisU.S. passport. The renunciation of foreign
citizenship must be complete and unequivocal. The requirement
that the renunciation must be made through an oath emphasizes
the solemn duty of the one making the oath of renunciation to
remain true to what he has sworn to. Allowing the subsequent
use of aforeign passport becauseit is convenient for the person
to do so is rendering the oath a hollow act. It devalues the act
of taking of an oath, reducing it to amere ceremonial formality.

The dissent states that the Court has effectively left Arnado
“aman without a country.” On the contrary, this Court has, in
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fact, found Arnado to have morethan one. Nowherein thedecision
doesit say that Arnado isnot aFilipino citizen. What the decision
merely pointsout isthat he al so possessed another citizenship
at the time he filed his certificate of candidacy.

Well-settled istherulethat findings of fact of administrative
bodies will not be interfered with by the courts in the absence
of grave abuse of discretion on the part of said agencies, or
unless the aforementioned findings are not supported by
substantial evidence.® They are accorded not only great respect
but even finality, and are binding upon this Court, unlessit is
shown that the administrative body had arbitrarily disregarded
or misapprehended evidence before it to such an extent as to
compel acontrary conclusion had such evidence been properly
appreciated.®

Nevertheless, it must be emphasized that COMELEC First
Division found that Arnado used his U.S. Passport at |east six
times after he renounced his American citizenship. This was
debunked by the COMEL EC En Banc, which found that Arnado
only used his U.S. passport four times, and which agreed with
Arnado’s claim that he only used his U.S. passport on those
occasions because his Philippine passport was not yet issued.
The COMELEC En Banc argued that Arnado was ableto prove
that he used his Philippine passport for histravels on the following
dates: 12 January 2010, 31 January 2010, 31 March 2010, 16
April 2010, 20 May 2010, and 4 June 2010.

None of these dates coincide with the two other datesindicated
in the certification issued by the Bureau of Immigration showing
that on 21 January 2010 and on 23 March 2010, Arnado arrived
in the Philippinesusing his U.S. Passport No. 057782700 which
also indicated therein that his nationality is USA-American.
Adding these two travel datesto the travel record provided by
the Bureau of Immigration showing that Arnado also presented

8 Raniel v. Jochico, G.R. No. 153413, 2 March 2007, 517 SCRA 221,
227, citing Gala v. Ellice Agro-Industrial Corporation, 463 Phil. 846,
859 (2003).

9 1d., citing Industrial Refractories Corporation of the Philippines v.
Court of Appeals, 439 Phil. 36, 48 (2002).
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hisU.S. passport four times (upon departure on 14 April 2009,
upon arrival on 25 June 2009, upon departure on 29 July 2009
and upon arrival on 24 November 2009), these incidents sum
up to six.

The COMELEC En Banc concluded that “the use of the US
passport was because to his knowledge, his Philippine passport
was not yet issued to him for hisuse.”*° This conclusion, however,
isnot supported by the facts. Arnado claims that his Philippine
passport was issued on 18 June 2009. The records show that
he continued to use hisU.S. passport even after he already received
his Philippine passport. Arnado’s travel records show that he
presented hisU.S. passport on 24 November 2009, on 21 January
2010, and on 23 March 2010. These facts were never refuted
by Arnado.

Thus, the ruling of the COMELEC En Banc is based on a
misapprehension of the facts that the use of the U.S. passport
was discontinued when Arnado obtained his Philippine passport.
Arnado’ s continued use of hisU.S. passport cannot be considered
asisolated acts contrary to what the dissent wants usto believe.

It must be stressed that what is at stake here isthe principle
that only those who are exclusively Filipinos are qualified to
run for public office. If we allow dual citizenswho wish to run
for public office to renounce their foreign citizenship and
afterwards continue using their foreign passports, we are creating
a special privilege for these dual citizens, thereby effectively
junking the prohibition in Section 40(d) of the Local Government
Code.

WHEREFORE, the Motion for Reconsideration and the
Supplemental Motion for Reconsideration are hereby DENIED
with finality.

SO ORDERED.

Carpio, Velasco, Jr., Peralta, Bersamin, Abad, Villarama,
Jr., Perez, Reyes, and Perlas-Bernabe, JJ., concur.

0 Rollo, p. 66.
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Leonardo-de Castro, del Castillo, Mendoza, and Leonen,
JJ., join the dissent of Justice Brion.

Brion, J., see dissenting opinion.
DISSENTING OPINION
BRION, J.:

I maintain my dissent and vote to reconsider the Court’s
April 16, 2013 Decision. | so vote for the reasons stated in my
main Dissent, some of which | restate below for emphasis. M ost
importantly, | believe that the magjority’ s ruling runs counter to
the policy behind Republic Act No. (RA) 9225, islegally illogical
and unsound, and should thus be reversed.

a) The assailed Decision rules on a situation of doubt
and intherelatively uncharted ar ea of application where RA
9225 overlapswith our election laws. It reversesthe Commission
on Elections (COMELEC) ruling that respondent Rommel C.
Arnado’ s use of his United States (U.S.) passport was isolated
and did not affect hisrenunciation of hispreviousU.S. citizenship
and hisre-acquisition of Filipino citizenship. These, to my mind,
should have been the starting pointsin the Court’ s consideration
of the present case and the motion for reconsideration.

b) After complying with the twin requirements of RA 9225,
Arnado not only becamea“pure” Filipino citizen but al so became
eligibleto runfor public office. To be sure, the majority in fact
concedes that Arnado’ s use of hisU.S. passport isnot aground
for loss of Filipino citizenship under Commonwealth Act No. 63
asthelaw requires expressrenunciation and not by implication
or inference from conduct. Why the norm will be any different
with respect to the loss of citizenship rightsis, to my mind, a
guestion that the majority ruling left hanging and unanswered
as it disregards a directly related jurisprudential landmark —

1 An Act Making the Citizenship of Philippine Citizens Who Acquire
Foreign Citizenship Permanent. Amending for the Purpose Commonweal th
Act No. 63, as Amended and for Other Purposes.
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Aznar v. Commission on Elections? — where the Court ruled
that the mere fact that therein respondent Emilio Mario Renner
Osmefiawas a holder of acertificate that heisan American did
not mean that he was no longer aFilipino, and that an application
for an alien certificate of registration did not amount to a
renunciation of his Philippine citizenship. Through the Court’s
ruling in the present case (that by Arnado’ s isolated use of his
U.S. passport, heisreverted to the status of adual citizen), the
Court effectively reversed Aznar and, under murky facts and
the flimsiest of reasons, created a new ground for theloss of
the political rights of a Filipino citizen.

¢) Inasituation of doubt, doubts should be resolved in
favor of full Filipino citizenship since the thrust of RA 9225is
to encourage the return to Filipino citizenship of natural-born
Filipinos who lost their Philippine citizenship through their
acquisition of another citizenship.® Noteinthisregard that Arnado
consciously and voluntarily gave up avery much sought after
citizenship statusin favor of returning to full Filipino citizenship
and participating in Philippine governance.

From the perspective of our election laws, doubts should also
be resolved in favor of Arnado since his election to the office
of Mayor of Kauswagan, Lanao del Norte was never in doubt.
The present voters of Kauswagan, Lanao del Norte have
eloquently spoken and approved Arnado’ s offer of service not
only once but twice— in 2010 and now in 2013. Note that the
present case was very much alivein the minds of the Kauswagan
votersin theimmediately past May 13, 2013 elections, yet they
again voted Arnado into office.

d) Toreiteratewhat | have stated before, under RA 9225,
natural-born citizenswho were deemed to havelost their Philippine
citizenship because of their naturalization as citizens of aforeign
country and who subsequently complied with the requirements

2 264 Phil. 307 (1990).

3 See Japzon v. Commission on Elections, G.R. No. 180088, January
19, 2009, 576 SCRA 331; and Advocates and Adherents of Social Justice
for School Teachers and Allied Workers (AASJIS) Member v. Datumanong,
G.R. No. 160869, May 11, 2007, 523 SCRA 108.
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of RA 9225 are deemed not to have lost their Philippine
citizenship. RA 9225 cured and negated the presumption made
under CA 63. Hence, asin Japzon v. Commission on Elections,*
Arnado assumed “ pure” Philippine citizenship again after taking
the Oath of Allegiance and executing an Oath of Renunciation
of his American citizenship under RA 9225.

In this light, the proper framing of the main issue in this
case should be whether Arnado’ suse of hisU.S. passport affected
his status as a “pure” Philippine citizen. In question form —
did Arnado’ suse of a U.S. passport amount to a ground under
the law for the loss of his Filipino citizenship under CA 63
or hisrights thereunder or, alternatively, the retention of his
dual citizenship status?

That Arnado’ s use of hisU.S. passport amountsto an express
renunciation of hisFilipino citizenship or some of hisrightsas
acitizen — when its use was an isol ated act that he sufficiently
explained and fully justified — is not a conclusion that is easy
to accept under the available facts of the case and the prevailing
law. | emphasize that the law requires expressrenunciation in
order to lose Philippine citizenship. Theterm meansarenunciation
that is made distinctly and explicitly and isnot left to inference
or implication; it isarenunciation manifested by direct and
appropriate language, as distinguished from that which is
inferred from conduct.® The appreciation of Arnado’s use of
hisU.S. passport should not depart from thisnorm, particularly
in a situation of doubt.

Aznar, already cited above, presentsaclear and vivid example,
taken from jurisprudence, of what “ expressrenunction” isnot.
The Court ruled that the mere fact that Osmefia was a holder
of a certificate that he is an American did not mean that he is
no longer aFilipino, and that an application for an alien certificate
of registration did not amount to arenunciation of his Philippine
citizenship.

4 supra.

5 Board of Immigration Commissioners, et al. v. Callano, et al., 134
Phil. 901, 910 (1968).
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In the present case, other than the use of his U.S. passport
in two trips to and from the U.S., the record does not bear out
any indication, supported by evidence, of Arnado’s intention
to re-acquire U.S. citizenship. In the absence of clear and
affirmative acts of re-acquisition of U.S. citizenship either by
naturalization or by express acts (such as the re-establishment
of permanent residency in the U.S.), Arnado’s use of hisU.S.
passport cannot but be considered an isolated act that did not
undo hisrenunciation of hisU.S. citizenship. What he might in
fact have done was to violate American law on the use of
passports, but this is a matter irrelevant to the present case.
Thus, Arnado remains to be a “pure” Filipino citizen and the
loss of his Philippine citizenship or of citizenship rights cannot
be presumed or inferred from hisisolated act of using hisU.S.
passport for travel purposes.

| do not dispute that an Oath of Renunciation isnot an empty
or formal ceremony that can be perfunctorily professed at any
given day, only to be disregarded on the next. As a mandatory
requirement under Section 5 (2) of RA 9225, it allows former
natural-born Filipino citizens who were deemed to have lost
their Philippine citizenship by reason of naturalization ascitizens
of aforeign country to enjoy full civil and political rights, foremost
among them, the privilege to run for public office.

It isanother matter, however, to say that Arnado effectively
negated his Oath of Renunciation when he used hisU.S. passport
for travel tothe U.S. Toreiterate, if only for emphasis, Arnado
sufficiently justified the use of his U.S. passport despite his
renunciation of his U.S. citizenship: when he travelled on
April 14, 2009, June 25, 2009 and July 29, 2009, he had no
Philippine passport that he could have used to travel to the
U.S. to attend to the business and other affairs that he was
leaving. If at all, he could be faulted for using his U.S. passport
by the time he returned to the Philippines on November 24,
2009 because at that time, he had presumably received his
Philippine passport. However, given the circumstances of
Arnado’s use and that he consistently used his Philippine
passport for travel after November 24, 2009, the true character
of hisuse of his U.S. passport stands out and cannot but be an
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isolated and convenient act that did not negate his Oath of
Renunciation.

Intheselights, | maintain the conclusion that no basis exists
to overturn the ruling of the COMELEC for grave abuse of
discretion; itsruling was neither capricious nor arbitrary asit
had basis in law and in fact.

e) With the Court’s assailed pronouncement and its
underlying negative policy implication, the Court has effectively
left Arnado “[A] MAN WITHOUT A COUNTRY "¢ — neither
aU.S. citizen by U.S. law, nor aFilipino citizen with full political
rights despite hiscompliance with all the requirements of RA 9225.
The only justification given for the treatment was the isolated
use of Arnado’sold U.S. passport in traveling between the U.S.
and the Philippines before the duly applied for Philippine
passport could beissued. Under thissituation, read in the context
of the election environment under which Japzon v. Commission
on Elections’” was made, the following ruling was apparently
lost on the majority:

Finally, when the evidence of x x x lack of residence qualification
of a candidate for an elective position is weak or inconclusive and
it clearly appears that the purpose of the law would not be thwarted
by upholding the victor’ sright to the office, the will of the electorate
should be respected. For the purpose of election laws is to give
effect to, rather than frustrate, the will of the voters. x x x In this
case, Japzon failed to substantiate his claim that Ty isineligible to
be Mayor of the Municipality of General Macarthur, Eastern Samar,
Philippines.®

For all thesereasons, | urge the Court to reconsider itsposition
in the assailed April 16, 2013 Decision and grant Rommel C.
Arnado’ s motion for reconsideration.

6 The title of an 1863 short story by American writer Edward Everett
Hale. The Atlantic Monthly, Vol. XII — December 1863 — No. LXXIV,
pp. 665-679, available online at http://www.bartleby.con/310/6/1.html (last
visited June 23, 2013).

7 Supra note 3.
8 |d. at 353; italics and emphasis ours.
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FIRST DIVISION
[G.R. No. 159213. July 3, 2013]

VECTOR SHIPPING CORPORATION and FRANCISCO
SORIANO, petitioners, vs. AMERICAN HOME
ASSURANCE COMPANY and SULPICIO LINES,
INC., respondents.

SYLLABUS

1. CIVIL LAW,; ClVvIL CODE; PRESCRIPTION;
RESPONDENT’'SCAUSE OF ACTION WASNOT BASED
ON A QUASI-DELICT THAT PRESCRIBED IN FOUR
YEARSBUT ON AN OBLIGATION CREATED BY LAW
FOR WHICH THE LAW FIXED A LONGER
PRESCRIPTIVE PERIOD OF TEN YEARS FROM THE
ACCRUAL OF THE ACTION.— The contract of
affreightment that Caltex and V ector entered into did not give
rise to the legal obligation of Vector and Soriano to pay the
demand for reimbursement by respondent because it concerned
only the agreement for the transport of Caltex’s petroleum
cargo. Asthe Court has aptly put it in Pan Malayan Insurance
Corporation v. Court of Appeals, supra, respondent’s right
of subrogation pursuant to Article 2207, supra, was “not
dependent upon, nor d[id] it grow out of, any privity of contract
or upon written assignment of claim [but] accrue[d] simply
upon payment of the insurance claim by the insurer.”
Considering that the cause of action accrued as of the time
respondent actually indemnified Caltex in the amount of
P7,455,421.08 on July 12, 1988, the action was not yet barred
by the time of the filing of its complaint on March 5, 1992,
which was well within the 10-year period prescribed by
Article 1144 of the Civil Code. The insistence by Vector and
Soriano that the running of the prescriptive period was not
interrupted because of the failure of respondent to serve any
extrajudicial demand was rendered inconsequential by our
foregoing finding that respondent’s cause of action was not
based on a quasi-delict that prescribed in four years from the
date of the collision on December 20, 1987, as the RTC
misappreciated, but on an obligation created by law, for which



VOL. 713, JULY 3, 2013 199

Vector Shipping Corp., et al. vs. American
Home Assurance Co., et al.

the law fixed a longer prescriptive period of ten years from
the accrual of the action.

2. I1D.; ID.; 1D.; OBLIGATIONS; RESPONDENT
PREPONDERANTLY ESTABLISHED ITS RIGHT OF
SUBROGATION.— Wedisagree with petitioners’ assertions.
It is undeniable that respondent preponderantly established
itsright of subrogation. Its Exhibit C was Marine Open Policy
No. 34-5093-6 that it had issued to Caltex to insure the petroleum
cargo against marine peril. Its Exhibit D wasthe formal written
claim of Caltex for the payment of the insurance coverage of
P7,455,421.08 coursed through respondent’s adjuster. Its
Exhibits E to H were marine documents rel ating to the perished
cargo on board the M/V Vector that were processed for the
purpose of verifying the insurance claim of Caltex. Its Exhibit
| was the subrogation receipt dated July 12, 1988 showing
that respondent paid Caltex £7,455,421.00 as the full settlement
of Caltex’s claim under Marine Open Policy No. 34-5093-6.
All these exhibits were unquestionably duly presented, marked,
and admitted during the trial. Specifically, Exhibit C was
admitted as an authentic copy of Marine Open Policy No. 34-
5093-6, while Exhibits D, E, F, G, H and I, inclusive, were
admitted as parts of the testimony of respondent’ s witness Efren
Villanueva, the manager for the adjustment service of the Manila
Adjusters and Surveyors Company. Consistent with the pertinent
law and jurisprudence, therefore, Exhibit | was already enough
by itself to prove the payment of P7,455,421.00 as the full
settlement of Caltex’s claim. The payment made to Caltex as
theinsured being thereby duly documented, respondent became
subrogated as a matter of course pursuant to Article 2207 of
the Civil Code. In legal contemplation, subrogation is the
“substitution of another person in the place of the creditor, to
whose rights he succeeds in relation to the debt;” and is
“independent of any mere contractual relations between the
partiesto be affected by it, and is broad enough to cover every
instance in which one party isrequired to pay a debt for which
another is primarily answerable, and which in equity and
conscience ought to be discharged by the latter.”

3. REMEDIAL LAW; CIVIL PROCEDURE; ACTIONS; WITH
THE CLEAR VARIANCE BETWEEN THE TWO
ACTIONS, THE FAILURE TO SET UP THE CROSS-
CLAIM AGAINST PETITIONERS IN CIVIL CASE
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NO. 18735 IS NO REASON TO BAR THE PRESENT
ACTION.— Vector and Soriano argue that Caltex waived and
abandoned its claim by not setting up a cross-claim against
them in Civil Case No. 18735, the suit that Sulpicio Lines,
Inc. had brought to claim damages for the loss of the M/V
Dofia Paz from them, Oriental Assurance Company (asinsurer
of the M/T Vector), and Caltex; that such failure to set up its
cross-claim on the part of Caltex, the real party in interest
who had suffered the loss, left respondent without any better
right than Caltex, its insured, to recover anything from them,
and forever barred Caltex from asserting any claim against
them for the loss of the cargo; and that respondent was similarly
barred from asserting its present claim due to its being merely
the successor-in-interest of Caltex. The argument of Vector
and Soriano would have substance and merit had Civil Case
No. 18735 and this case invol ved the same parties and litigated
the same rights and obligations. But the two actions were
separate from and independent of each other. Civil Case
No. 18735 was instituted by Sulpicio Lines, Inc. to recover
damages for the loss of its M/V Dofia Paz. In contrast, this
action was brought by respondent to recover from Vector and
Soriano whatever it had paid to Caltex under its marine
insurance policy on the basis of its right of subrogation. With
the clear variance between the two actions, the failure to set
up the cross-claim against them in Civil Case No. 18735 is no
reason to bar this action.

APPEARANCES OF COUNSEL

Cruz & Pascual Law Offices for petitioners.

Siguion Reyna Montecillo & Ongsiako for American
Home Assurance Co.

Arthur D. Lim Office for Sulpicio Lines, Inc.

DECISION
BERSAMIN, J.:
Subrogation under Article 2207 of the Civil Code givesrise

to a cause of action created by law. For purposes of the law on
the prescription of actions, the period of limitationisten years.
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The Case

V ector Shipping Corporation (Vector) and Francisco Soriano
appeal the decision promulgated on July 22, 2003,* whereby
the Court of Appeals (CA) held them jointly and severally liable
to pay P7,455,421.08 to American Home Assurance Company
(respondent) as and by way of actual damages on the basis of
respondent being the subrogee of itsinsured Caltex Philippines,
Inc. (Caltex).

Antecedents

Vector was the operator of the motor tanker M/T Vector,
while Soriano was the registered owner of the M/T Vector.
Respondent is a domestic insurance corporation.?

On September 30, 1987, Caltex entered into a contract of
affreightment® with Vector for thetransport of Caltex’ s petroleum
cargo through the M/T Vector. Caltex insured the petroleum
cargo with respondent for P7,455,421.08 under Marine Open
Policy No. 34-5093-6.# In the evening of December 20, 1987,
the M/T Vector and the M/V Doiia Paz, the latter avessel owned
and operated by Sulpicio Lines, Inc., collided in the open sea
near Dumali Point in Tablas Strait, located between the Provinces
of Marinduque and Oriental Mindoro. The collision led to the
sinking of both vessels. The entire petroleum cargo of Caltex
on board the M/T Vector perished.> On July 12, 1988, respondent
indemnified Caltex for the loss of the petroleum cargo in the
full amount of P7,455,421.08.5

1 Rollo, pp. 51-64; penned by Associate Justice Bienvenido L. Reyes
(now a Member of this Court), with Associate Justice Salvador J. Valdez,
Jr. (retired/deceased) and Associate Justice Arsenio J. Magpale (retired/
deceased) concurring.

2 Records (Volume 1), pp. 1-2.

3 1d. at 6-9.

“1d. at 10-21.

5 Rollo, p. 53.

6 Records (Volume I1), pp. 390-391.
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OnMarch 5, 1992, respondent filed acomplaint against V ector,
Soriano, and Sulpicio Lines, Inc. to recover the full amount of
P7,455,421.08 it paid to Caltex (Civil Case No. 92-620).” The
case was raffled to Branch 145 of the Regional Trial Court
(RTC) in Makati City.

On December 10, 1997, the RTC issued aresolution dismissing
Civil Case No. 92-620 on the following grounds:

Thisaction isupon aquasi-delict and as such must be commenced
within four [4] years from the day they may be brought. [Art. 1145
in relation to Art. 1150, Civil Code] “From the day [the action]
may be brought” means from the day the quasi-delict occurred.
[Capuno v. Pepsi Cola, 13 SCRA 663]

The tort complained of in this case occurred on 20 December
1987. The action arising therefrom would under the law prescribe,
unless interrupted, on 20 December 1991.

When the case was filed against defendants Vector Shipping and
Francisco Soriano on 5 March 1992, the action not having been
interrupted, had already prescribed.

Under the same situation, the cross-claim of Sulpicio Lines against
Vector Shipping and Francisco Soriano filed on 25 June 1992 had
likewise prescribed.

The letter of demand upon defendant Sulpicio Lines allegedly
on 6 November 1991 did not interrupt the [tolling] of the prescriptive
period since there is no evidence that it was actually received by
the addressee. Under such circumstances, the action against Sulpicio
Lines had likewise prescribed.

Even assuming that such written extra-judicial demand was
received and the prescriptive period interrupted in accordance with
Art. 1155, Civil Code, it was only for the 10-day period within
which Sulpicio Lines was required to settle its obligation. After
that period lapsed, the prescriptive period started again. A new
4-year period to file action was not created by the extra-judicial
demand; it merely suspended and extended the period for 10 days,
which in this case meant that the action should be commenced by
30 December 1991, rather than 20 December 1991.

" Records (Volume I), pp. 1-5.
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Thus, when the complaint against Sulpicio Lines was filed on 5
March 1992, the action had prescribed.

PREMISES CONSIDERED, the complaint of American Home
Assurance Company and the cross-claim of Sulpicio Lines against
V ector Shipping Corporation and Francisco Soriano are DI SM I SSED.

Without costs.
SO ORDERED.?

Respondent appeal ed to the CA, which promulgated its assailed
decision on July 22, 2003 reversing the RTC.® Although thereby
absolving Sulpicio Lines, Inc. of any liability to respondent,
the CA held Vector and Soriano jointly and severally liable to
respondent for the reimbursement of the amount of £7,455,421.08
paid to Caltex, explaining:

X X X X X X X X X

The resolution of this case is primarily anchored on the
determination of what kind of relationship existed between Caltex
and M/V Dona Paz and between Caltex and M/T Vector for purposes
of applying the laws on prescription. The Civil Code expressly provides
for the number of years before the extinctive prescription g[€]ts in
depending on the relationship that governs the parties.

X X X X X X X X X

After a careful perusal of the factual milieu and the evidence
adduced by the parties, We are constrained to rule that the rel ationship
that existed between Caltex and M/V Dona Paz is that of a quasi-
delict whilethat between Caltex and M/T Vector isculpa contractual
based on a Contract of Affreightment or a charter party.

X X X X X X X X X

On the other hand, the claim of appellant against M/T Vector is
anchored on a breach of contract of affreightment. The appellant
averred that M/T Vector committed such act for having misrepresented
to the appellant that said vessel is seaworthy when in fact it is not.
The contract was executed between Caltex and M/T Vector on

8 Rollo, pp. 67-68.
9 Supra note 1.
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September 30, 1987 for the latter to transport thousands of barrels
of different petroleum products. Under Article 1144 of the New
Civil Code, actions based on written contract must be brought within
10 years from the time the right of action accrued. A passenger of
a ship, or his heirs, can bring an action based on culpa contractual
within a period of 10 years because the ticket issued for the
transportation is by itself a complete written contract (Peralta de
Guerrerovs. Madrigal Shipping Co., L 12951, November 17, 1959).
Viewed with reference to the statute of limitations, an action against
a carrier, whether of goods or of passengers, for injury resulting
from a breach of contract for safe carriage is one on contract, and
not in tort, and is therefore, in the absence of a specific statute
relating to such actions governed by the statute fixing the period
within which actions for breach of contract must be brought (53
C.J.S. 1002 citing Southern Pac. R. Co. of Mexico vs. Gonzales
61 P. 2d 377, 48 Ariz. 260, 106 A.L.R. 1012).

Considering that We have already concluded that the prescriptive
periodsfor filing action against M/V Dofia Paz based on quasi delict
and M/T Vector based on breach of contract have not yet expired,
are We in a position to decide the appeal on its merit.

We say yes.
X X X X X X X X X

Article 2207 of the Civil Code on subrogation is explicit that if
the plaintiff’s property hasbeen insured, and he hasreceived indemnity
from the insurance company for the injury or loss arising out of the
wrong or breach of contract complained of, the insurance company
should be subrogated to the rights of the insured against the wrongdoer
or the person who has violated the contract. Undoubtedly, the herein
appellant has the rights of a subrogee to recover from M/T Vector
what it has paid by way of indemnity to Caltex.

WHEREFORE, foregoing premises considered, the decision dated
December 10, 1997 of the RTC of Makati City, Branch 145 is hereby
REVERSED. Accordingly, the defendant-appellees V ector Shipping
Corporation and Francisco Soriano are held jointly and severally
liable to the plaintiff-appellant American Home A ssurance Company
for the payment of P7,455,421.08 as and by way of actual damages.

SO ORDERED.Y

10 Rollo, pp. 55-64.
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Respondent sought the partial reconsideration of the decision
of the CA, contending that Sulpicio Lines, Inc. should also be
held jointly liablewith Vector and Soriano for the actual damages
awarded.’® On their part, however, Vector and Soriano
immediately appealed to the Court on September 12, 2003.12
Thus, on October 1, 2003, the CA held in abeyance its action
on respondent’ s partial motion for reconsideration pursuant to
its internal rules until the Court has resolved this appeal .*®

| ssues

Themainissueiswhether thisaction of respondent was already
barred by prescription for bringing it only on March 5, 1992.
A related issue concernsthe proper determination of the nature
of the cause of action as arising either from a quasi-delict or
a breach of contract.

The Court will not pass upon whether or not Sulpicio Lines,
Inc. should also be held jointly liable with Vector and Soriano
for the actual damages claimed.

Ruling
The petition lacks merit.

Vector and Soriano posit that the RTC correctly dismissed
respondent’ s complaint on the ground of prescription. They insist
that this action was premised on aquasi-delict or upon an injury
to the rights of the plaintiff, which, pursuant to Article 1146 of
the Civil Code, must be instituted within four years from the
time the cause of action accrued; that because respondent’ s cause
of action accrued on December 20, 1987, the date of the collision,
respondent had only four years, or until December 20, 1991,
within which to bring its action, but its complaint was filed
only on March 5, 1992, thereby rendering its action already
barred for being commenced beyond the four-year prescriptive

1L CA rollo, pp. 106-120.
12 Rollo, pp. 10-35.
13 CA rollo, p. 189.
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period;** and that there was no showing that respondent had
made extrajudicial written demands upon them for the
reimbursement of the insurance proceeds as to interrupt the
running of the prescriptive period.*®

We concur with the CA’ sruling that respondent’ s action did
not yet prescribe. The legal provision governing this case was
not Article 1146 of the Civil Code,*® but Article 1144 of the
Civil Code, which states:

Article 1144. The following actions must be brought within ten
years from the time the cause of action accrues:

(1) Upon a written contract;
(2) Upon an obligation created by law;
(3) Upon a judgment.

We need to clarify, however, that we cannot adopt the CA’s
characterization of the cause of action as based on the contract
of affreightment between Caltex and V ector, with the breach of
contract being the failure of Vector to make the M/T Vector
seaworthy, asto make this action come under Article 1144 (1),
supra. Instead, we find and hold that that the present action
was not upon awritten contract, but upon an obligation created
by law. Hence, it came under Article 1144 (2) of the Civil Code.
This is because the subrogation of respondent to the rights of
Caltex asthe insured was by virtue of the express provision of
law embodied in Article 2207 of the Civil Code, to wit:

4 Rollo, pp. 20-24.
151d. at 24-27.

16 Article 1146. The following actions must be instituted within four
years:

(1) Upon an injury to the rights of the plaintiff;

(2) Upon a quasi-delict. (n)

However, when the action arises from or out of any act, activity, or
conduct of any public officer involving the exercise of powers or authority
arising from Martial Law, including the arrest, detention and/or trial of
the plaintiff, the same must be brought within one (1) year. (As amended
by PD No. 1755, Dec. 24, 1980.)
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Article 2207. If the plaintiff’s property has been insured, and
he has received indemnity from the insurance company for theinjury
or loss arising out of the wrong or breach of contract complained
of, the insurance company shall be subrogated to the rights of
theinsured against thewrongdoer or the per son who hasviolated
the contract. If the amount paid by the insurance company does
not fully cover theinjury or loss, the aggrieved party shall be entitled
to recover the deficiency from the person causing the loss or injury.
(Emphasis supplied)

Thejuridical situation arising under Article 2207 of the Civil
Codeiswell explained in Pan Malayan Insurance Cor poration
v. Court of Appeals,'” as follows:

Article 2207 of the Civil Code is founded on the well-settled
principle of subrogation. If the insured property is destroyed or
damaged through the fault or negligence of a party other than the
assured, then the insurer, upon payment to the assured, will be
subrogated to the rights of the assured to recover from the wrongdoer
to the extent that the insurer has been obligated to pay. Payment
by theinsurer totheassured operatesasan equitable assignment
to the former of all remedies which the latter may have against
thethird party whose negligence or wrongful act caused the loss.
Theright of subrogation isnot dependent upon, nor doesit grow
out of, any privity of contract or upon written assignment of
claim. It accrues simply upon payment of the insurance claim
by theinsurer [CompaniaMaritimav. Insurance Company of North
America, G.R. No. L-18965, October 30, 1964, 12 SCRA 213;
Fireman’s Fund Insurance Company v. Jamilla & Company, Inc.,
G.R. No. L-27427, April 7, 1976, 70 SCRA 323].1®

Verily, the contract of affreightment that Caltex and V ector
entered into did not give rise to the legal obligation of Vector
and Soriano to pay the demand for reimbursement by respondent
because it concerned only the agreement for the transport of
Caltex’ s petroleum cargo. Asthe Court has aptly put it in Pan
Malayan Insurance Corporation v. Court of Appeals, supra,
respondent’ sright of subrogation pursuant to Article 2207, supra,

7 G.R. No. 81026, April 3, 1990, 184 SCRA 54, 58.
18 Bold emphasis supplied.
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was “not dependent upon, nor d[id] it grow out of, any privity
of contract or upon written assignment of claim [but] accrue[d]
simply upon payment of the insurance claim by the insurer.”

Considering that the cause of action accrued as of the time
respondent actually indemnified Caltex in the amount of
P7,455,421.08 on July 12, 1988,*° the action was not yet barred
by the time of the filing of its complaint on March 5, 1992,2°
which was well within the 10-year period prescribed by
Article 1144 of the Civil Code.

Theinsistence by Vector and Soriano that the running of the
prescriptive period was not interrupted because of the failure
of respondent to serve any extrajudicial demand was rendered
inconsequential by our foregoing finding that respondent’ s cause
of action was not based on a quasi-delict that prescribed in
four years from the date of the collision on December 20, 1987,
as the RTC misappreciated, but on an obligation created by
law, for which the law fixed alonger prescriptive period of ten
years from the accrual of the action.

Still, Vector and Soriano assert that respondent had no right
of subrogation to begin with, because the complaint did not
allege that respondent had actually paid Caltex for the loss of
the cargo. They further assert that the subrogation receipt
submitted by respondent wasinadmissiblefor not being properly
identified by Ricardo C. Ongpauco, respondent’ s witness, who,
although supposed to identify the subrogation receipt based on
hisaffidavit, wasnot called to testify in court; and that respondent
presented only one witness in the person of Teresita Espiritu,
who identified Marine Open Policy No. 34-5093-6 issued by
respondent to Caltex.?

We disagree with petitioners’ assertions. It isundeniable that
respondent preponderantly established itsright of subrogation.
Its Exhibit C was Marine Open Policy No. 34-5093-6 that it

1% Records (Volume I1), p. 390.
20 Records (Volume 1), p. 1.
2! Rollo, pp. 27-28.
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had issued to Caltex to insure the petroleum cargo against marine
peril.?? Its Exhibit D was the formal written claim of Caltex
for the payment of the insurance coverage of P7,455,421.08
coursed through respondent’s adjuster.?® Its Exhibits E to H
were marine documents relating to the perished cargo on board
the M/V Vector that were processed for the purpose of verifying
theinsurance claim of Caltex.?* Its Exhibit | wasthe subrogation
receipt dated July 12, 1988 showing that respondent paid Caltex
P7,455,421.00 as the full settlement of Caltex’s claim under
Marine Open Policy No. 34-5093-6.° All these exhibits were
unguestionably duly presented, marked, and admitted during
thetrial .2® Specifically, Exhibit C was admitted as an authentic
copy of Marine Open Policy No. 34-5093-6, while Exhibits D,
E, F, G,Handl, inclusive, were admitted as parts of the testimony
of respondent’ switness Efren Villanueva, the manager for the
adjustment service of the Manila Adjusters and Surveyors
Company.?

Consistent with the pertinent law and jurisprudence, therefore,
Exhibit | was already enough by itself to prove the payment of
P7,455,421.00 as the full settlement of Caltex’s claim.?® The
payment made to Caltex as the insured being thereby duly
documented, respondent became subrogated as a matter of course
pursuant to Article 2207 of the Civil Code. Inlegal contemplation,
subrogation is the “substitution of another person in the place
of the creditor, to whose rights he succeeds in relation to the
debt;” and is “independent of any mere contractual relations
between the parties to be affected by it, and is broad enough to
cover every instance in which one party is required to pay a

22 Records (Volume I1), pp. 371-384.
2 1d. at 384.

24 1d. at 385-389.

% 1d. at 390.

% 1d. at 510.

27 1d.

% Gaisano Cagayan, Inc., v. Insurance Company of North America,
G.R. No. 147839, June 8, 2006, 490 SCRA 286, 300.
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debt for which another is primarily answerable, and which in
equity and conscience ought to be discharged by the latter.”?°

Lastly, Vector and Soriano argue that Caltex waived and
abandoned its claim by not setting up a cross-claim against
themin Civil Case No. 18735, the suit that Sulpicio Lines, Inc.
had brought to claim damages for the loss of the M/V Dofa
Paz from them, Oriental Assurance Company (asinsurer of the
M/T Vector), and Caltex; that such failure to set up its cross-
claim on the part of Caltex, the real party in interest who had
suffered the loss, left respondent without any better right than
Caltex, itsinsured, to recover anything from them, and forever
barred Caltex from asserting any claim against them for the
loss of the cargo; and that respondent was similarly barred from
asserting its present claim dueto its being merely the successor-
in-interest of Caltex.

The argument of Vector and Soriano would have substance
and merit had Civil Case No. 18735 and this case involved the
same parties and litigated the same rights and obligations. But
the two actions were separate from and independent of each
other. Civil Case No. 18735 was instituted by Sulpicio Lines,
Inc. to recover damages for the loss of its M/V Dofa Paz. In
contrast, this action was brought by respondent to recover from
Vector and Soriano whatever it had paid to Caltex under its
marine insurance policy on the basis of itsright of subrogation.
With the clear variance between the two actions, the failure to
set up the cross-claim against them in Civil Case No. 18735 is
no reason to bar this action.

WHEREFORE, the Court DENIES the petition for review
on certiorari; AFFIRM Sthe decision promulgated on July 22,
2003; and ORDERS petitioners to pay the costs of suit.

SO ORDERED.

Sereno, C.J., Velasco, Jr., Leonardo-de Castro, and
Villarama, Jr., JJ., concur.

29 |1 Bouvier’s Law Dictionary, Eighth Edition, p. 3166, citing Johnson
v. Barrett, 117 Ind. 551, 19 N.E. 199, 10 Am. St. Rep. 83.
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THIRD DIVISION
[G.R. No. 172206. July 3, 2013]

OFFICE OF THE OMBUDSMAN, petitioner, vs. ERNESTO
M.DE CHAVEZ, ROLANDO L.LONTOC, SR., DR.
PORFIRIO C.LIGAYA,ROLANDOL.LONTOC,JR.
and GLORIA M. MENDOZA, respondents.

SYLLABUS

1. REMEDIAL LAW; CIVIL PROCEDURE; APPEAL FROM
REGIONAL TRIAL COURTS; NO APPEAL MAY BE
TAKEN FROM AN INTERLOCUTORY ORDER;
INSTANT PETITION TREATED AS ONE FOR
CERTIORARI UNDER RULE 65 OF THE RULES OF
COURT.— At the outset, the Court must clarify that a petition
for review on certiorari is not the proper remedy to question
the CA Resolution dated April 7, 2006 granting the Writ of
Preliminary Injunction and denying petitioner’s motion for
intervention. Said Resolution did not completely dispose of
the case on the merits, hence, it is merely an interlocutory
order. Assuch, Section 1, Rule 41 of the Rules of Court provides
that no appeal may be taken therefrom. However, where the
assailed interlocutory order is patently erroneous and the remedy
of appeal would not afford adequate and expeditious relief,
the Court allows certiorari as a mode of redress. In this case,
the discussion below will show that the assailed Resolution is
patently erroneous, and that granting the Office of the
Ombudsman the opportunity to be heard in the case pending
before the lower court is of primordial importance. Thus, the
Court resolves to relax the application of procedural rules by
treating the petition as one for certiorari under Rule 65 of the
Rules of Court.

2. 1D.; ID.; INTERVENTION; THE OFFICE OF THE
OMBUDSMAN HAD A CLEAR LEGAL INTEREST IN
DEFENDING ITS RIGHT TO HAVE ITS JUDGMENT
CARRIED OUT.— The CA should have allowed the Office
of the Ombudsman to intervene in the appeal pending with
the lower court. The wisdom of this course of action has been
exhaustively explained in Office of the Ombudsman v.
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Samaniego. In said case, the CA also issued a Resolution denying
the Office of the Ombudsman’s motion tointervene. Inresolving
the issue of whether the Office of the Ombudsman has legal
interest to intervene in the appeal of its Decision, the Court
expounded, thus: x x x the Ombudsman is in a league of its
own. It is different from other investigatory and prosecutory
agencies of the government because the people under its
jurisdiction are public officials who, through pressure and
influence, can quash, delay or dismiss investigations directed
against them. Its function is critical because public interest
(in the accountability of public officers and employees) is
at stake. x x x Moreover, the Office of the Ombudsman had
a clear legal interest in the inquiry into whether respondent
committed acts constituting grave misconduct, an offense
punishable under the Uniform Rules in Administrative Cases
in the Civil Service. It was in keeping with its duty to act
as a champion of the people and preserve the integrity of
public servicethat petitioner had to be given the opportunity
to act fully within the parameters of its authority. x x x
Here, sinceits power to ensure enforcement of its Joint Decision
and Supplemental Resolution isin danger of being impaired,
the Office of the Ombudsman had a clear legal interest in
defending its right to have its judgment carried out. The CA
patently erred in denying the Office of the Ombudsman’s motion
for intervention.

3. ID.; PROVISIONAL REMEDIES; PRELIMINARY

INJUNCTION; NOT APPLICABLEWHERE THERIGHT
OF A PARTY IS NOT CLEAR AND UNMISTAKABLE;
THE PENALTY OF DISMISSAL FROM THE SERVICE
METED ON GOVERNMENT EMPLOYEES OR
OFFICIALS IS IMMEDIATELY EXECUTORY IN
ACCORDANCE WITH THE VALID RULE OF
EXECUTION PENDING APPEAL UNIFORMLY
OBSERVED IN ADMINISTRATIVE DISCIPLINARY
CASES.— Note that for a writ of preliminary injunction to
issue, the following essential requisites must concur, to wit:
(1) that the invasion of the right is material and substantial;
(2) that the right of complainant is clear and unmistakable;
and, (3) that there is an urgent and paramount necessity for
the writ to prevent serious damage. In the present case, the
right of respondents cannot be said to be clear and unmistakable,
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because the prevailing jurisprudence is that the penalty of
dismissal from the service meted on government employees
or officials is immediately executory in accordance with the
valid rule of execution pending appeal uniformly observed in
administrative disciplinary cases.

4. 1D.; ID.; ID.; THE COURT OF APPEALS RESOLUTION
GRANTING RESPONDENTS PRAYER FORA WRIT OF
PRELIMINARY [INJUNCTION ENJOINING THE
IMPLEMENTATION OF THE BOARD RESOLUTIONIS
PATENTLY ERRONEOUS.— The Ombudsman’s decision
imposing the penalty of suspension for one year isimmediately
executory pending appeal. It cannot be stayed by the mere
filing of an appeal to the CA. Thisruleissimilar to that provided
under Section 47 of the Uniform Rules on Administrative Cases
in the Civil Service. There can be no cavil that respondents
do not have any right to a stay of the Ombudsman’s decision
dismissing them from service. Perforce, the BSU-BOR acted
properly in issuing Resolution No. 18, series of 2005, dated
August 22, 2005, pursuant to the order of the Ombudsman, as
its legally-mandated duty. The CA’s Resolution granting
respondents’ prayer for a writ of preliminary injunction is
patently erroneous.

APPEARANCES OF COUNSEL

Eduardo Padilla for respondents.
DECISION
PERALTA, J.:

This resolves the Petition for Review on Certiorari under
Rule 45 of the Rules of Court, praying that the Resolution? of
the Court of Appeals (CA), dated April 7, 2006, be reversed
and set aside.

! Penned by Associate Justice Rosmari D. Carandang, with Associate
Justices Andres B. Reyes, Jr. and Japar B. Dimaampao, concurring; rollo,
pp. 55-63.



214 PHILIPPINE REPORTS

Office of the Ombudsman vs. De Chavez, et al.

The crux of the controversy is whether the Batangas State
University Board of Regents (BSU-BOR) could validly enforce
the Office of the Ombudsman’ s Joint Decision dated February 14,
2005 and Supplemental Resolution dated July 12, 2005, finding
herein respondentsguilty of dishonesty and grave misconduct
and imposing the penalty of dismissal from servicewith its
accessory penalties, despite the fact that said Joint Decision
and Supplemental Resol ution are pending appeal before the CA.

On August 18, 2005, the BSU-BOR received an Order from
Deputy Ombudsman Victor Fernandez directing the former to
enforce the aforementioned Office of the Ombudsman’s Joint
Decision and Supplemental Resolution. Pursuant to said Order,
the BSU-BOR issued Resolution No. 18, series of 2005, dated
August 22, 2005, resolving to implement the Order of the Office
of the Ombudsman. Thus, herein respondents filed a petition
for injunction with prayer for issuance of atemporary restraining
order or preliminary injunction before the Regional Trial Court
of Batangas City, Branch 4 (RTC), against the BSU-BOR. The
gist of the petition before the RTC isthat the BSU-BOR should
be enjoined from enforcing the Ombudsman’s Joint Decision
and Supplemental Resol ution because the same are still on appeal
and, therefore, are not yet final and executory.

On September 26, 2005, the RTC ordered the dismissal of
herein respondents’ petition for injunction on the ground of lack
of cause of action. Respondentsfiled their notice of appeal and
promptly filed aMotion for | ssuance of a Temporary Restraining
Order and/or Injunction dated December 8, 2005 with the CA.
On February 17, 2006, the CA issued a Resolution granting
respondents’ prayer for atemporary restraining order enjoining
the BSU-BOR from enforcing its Resolution No. 18, series of
2005.

Thereafter, on March 7, 2006, the Office of the Ombudsman
filed a Motion to Intervene and to Admit Attached Motion to
Recall Temporary Restraining Order, with the Motion to Recall
Temporary Restraining Order attached thereto. Respondents
opposed said motion and then filed an Urgent Motion for | ssuance
of aWrit of Preliminary Injunction. On April 7, 2006, the CA
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issued the Resolution subject of the present petition, pertinent
portions of which are reproduced below:

At the outset, let it be emphasized that We are accepting and
taking cognizance of the pleadings lodged by the Office of the
Ombudsman only in so far as to afford it with ample opportunity to
comment on and oppose appellants’ application for injunctiverelief,
but not for the purpose of allowing the Ombudsman to formally and
actively intervene in the instant appeal. Basically, thisisaregular
appeal impugning the disposition of the trial court, the pivotal issue
of which isonly for the appellants and the Board of Regents of BSU
to settle and contest, and which may be completely adjudicated upon
without the active participation of the Office of the Ombudsman.

X X X X X X X X X

In the final reckoning, We stand firm by Our conclusion that the
administrative penalty of dismissal from the service imposed upon
herein appellantsis not yet final and immediately executory in nature
in view of the appeal interposed therefrom by the appellants before
this Court, and this fact, in the end, impelled Us to act with favor
upon appellants’ prayer for injunctive relief to stay the execution
of the impugned Resolution of the Board of Regents of BSU.

Wherefore, premises considered, the Ombudsman’s Motion to
Recall the TRO is denied. On the other hand, appellants’ Urgent
Motion for Issuance of a Writ of Preliminary Injunction is granted.
Accordingly, let a Writ of Preliminary Injunction be issued, asit is
hereby issued, conditioned upon the posting by the appellants of an
Injunction Bond in the sum of Php10,000.00, enjoining the Board
of Regents of BSU, and all other persons and agents acting under
its command authority, pending the compl ete resol ution of this appeal,
from effecting the enforcement and implementation of its Resolution
No. 18, Series of 2005 issued pursuant to the July 12, 2005
Supplemental Resolution of the Ombudsman, Central Office.

SO ORDERED.?
Petitionersthen filed apetition for review on certiorari before

this Court, assailing the aforequoted CA Resolution dated
April 7, 2006, alleging that:

2 Rollo, pp. 57-63.
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WITH DUE RESPECT, THE HONORABLE COURT OF APPEALS
DISREGARDED THE WELL-ENTRENCHED RULE AGAINST
FORUM SHOPPING WHEN, INSTEAD OF OUTRIGHTLY
DISMISSING RESPONDENTS' PETITION, THE SAID COURT
TOOK COGNIZANCE OF THE PETITION AND SUBSEQUENTLY
ISSUED ITSRESOLUTIONS DATED 17 FEBRUARY 2006 AND
7 APRIL 2006, RESPECTIVELY;

WITH DUE RESPECT, THE HONORABLE COURT OF APPEALS
SERIOUSLY OVERLOOKED THE PROVISIONS OF RULE 58 OF
THE 1997 REVISED RULES OF CIVIL PROCEDURE WHEN IT
TOOK COGNIZANCE OF RESPONDENTS UNVERIFIED
PETITION AND SUBSEQUENTLY ISSUED ITS 17 FEBRUARY
2006 AND 7 APRIL 2006 RESOLUTIONS;

THE ISSUANCE BY THE HONORABLE COURT OF APPEALS
OF THE 17 FEBRUARY 2006 AND 7 APRIL 2006 RESOLUTIONS
ENJOINING THE IMPLEMENTATION OF BOARD RESOLUTION
NO. 18, SERIES OF 2005 ISSUED BY THE BOARD OF REGENTS
OF BATANGAS STATE UNIVERSITY UNDULY DISREGARDS
THE ESTABLISHED RULESRELATIVETO IMPLEMENTATION
OF OMBUDSMAN DECISION PENDING APPEAL,
CONSIDERING THAT:

A. BOARD RESOLUTION NO. 18, SERIES OF 2005 WAS
ISSUED BY THE BOARD OF REGENTS OF THE
BATANGAS STATE UNIVERSITY PURSUANT TO
THE JOINT DECISION AND SUPPLEMENTAL
RESOLUTION ISSUED BY THE OFFICE OF THE
OMBUDSMAN.

B. UNDERTHEOMBUDSMAN RULESOF PROCEDURE,
AN APPEAL DOESNOT STAY THE EXECUTION OF
DECISIONS, RESOLUTIONS OR ORDERSISSUED BY
THE OFFICE OF THE OMBUDSMAN.
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V.

RESPONDENTS ARE NOT ENTITLED TO THE INJUNCTIVE
RELIEF PRAYED FORIN THEIRUNVERIFIED MOTION FILED
BEFORE THE HONORABLE COURT OF APPEALS.?

Controverting petitioner’s claims, respondentsin turn allege
that:

1. PETITIONER (OMBUDSMAN) HAS NO LEGAL
PERSONALITY TO INSTITUTE THE INSTANT PETITION
INASMUCH ASIT ISNOT A PARTY TO THE APPEALED CASE
PENDING BEFORE THE COURT OF APPEALS;

2. ASSUMING THAT THE PETITIONER HASTHE LEGAL
PERSONALITY TO INTERVENE IN THE APPEALED CASE
BEFORE THE COURT OF APPEALS, THE INSTANT PETITION
IS NOT THE PROPER RECOURSE AVAILABLE TO THE
PETITIONER; AND

3. THE COURT OF APPEALS DID NOT COMMIT ANY
GRAVE ABUSE OF DISCRETION IN ISSUING THE ASSAILED
RESOLUTIONS.*

At the outset, the Court must clarify that a petition for review
on certiorari is not the proper remedy to question the CA
Resolution dated April 7, 2006 granting the Writ of Preliminary
Injunction and denying petitioner’ smotion for intervention. Said
Resolution did not completely dispose of the case on the merits,
hence, it ismerely an interlocutory order. Assuch, Section 1,
Rule 41 of the Rules of Court provides that no appeal may be
taken therefrom. However, where the assailed interlocutory
order is patently erroneous and the remedy of appeal would
not afford adequate and expeditious relief, the Court allows
certiorari as a mode of redress.®

3 1d. at. 22-24.
41d. at 101.

5 Equitable PCI Bank, Inc. vs. Fernandez, G.R. No. 163117, December
18, 2009, 608 SCRA 433, 439-440.
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In this case, the discussion below will show that the assailed
Resolution is patently erroneous, and that granting the Office
of the Ombudsman the opportunity to be heard in the case pending
before the lower court is of primordial importance. Thus, the
Court resolves to relax the application of procedural rules by
treating the petition as one for certiorari under Rule 65 of the
Rules of Court.

The CA should have allowed the Office of the Ombudsman
to intervene in the appeal pending with the lower court. The
wisdom of thiscourse of action hasbeen exhaustively explained
in Office of the Ombudsman v. Samaniego.® In said case, the
CA also issued a Resolution denying the Office of the
Ombudsman’s motion to intervene. In resolving the issue of
whether the Office of the Ombudsman has legal interest to
intervene in the appeal of its Decision, the Court expounded,
thus:

X X X the Ombudsman isin aleague of its own. It is different from
other investigatory and prosecutory agencies of the government
because the people under its jurisdiction are public officials who,
through pressure and influence, can quash, delay or dismiss
investigations directed against them. Itsfunction iscritical because
public interest (in the accountability of public officers and
employees) is at stake.

X X X X X X X X X

The Office of the Obudsman sufficiently alleged itslegal interest
in the subject matter of litigation. Paragraph 2 of its motion for
intervention and to admit the attached motion to recall writ of
preliminary injunction averred:

“2. As a competent disciplining body, the Ombudsman has
the right to seek redress on the apparently erroneous issuance
by this Honorable Court of the Writ of Preliminary Injunction
enjoining the implementation of the Ombudsman’s Joint
Decision x x x.”

In asserting that it was a“ competent disciplining body,” the Office
of the Ombudsman correctly summed up its legal interest in the

8 G.R. No. 175573, September 11, 2008, 564 SCRA 567.
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matter in controversy. In support of its claim, it invoked itsrole as
aconstitutionally mandated “ protector of the people,” adisciplinary
authority vested with quasi-judicial function to resolve administrative
disciplinary cases against public officials. To hold otherwise would
have been tantamount to abdicating its salutary functions as the
guardian of public trust and accountability.

Moreover, the Office of the Ombudsman had aclear legal interest
in the inquiry into whether respondent committed acts constituting
grave misconduct, an offense punishable under the Uniform Rules
in Administrative Cases in the Civil Service. It was in keeping
with its duty to act as a champion of the people and preservethe
integrity of public service that petitioner had to be given the
opportunity to act fully within the parameters of its authority.

It is true that under our rule on intervention, the allowance or
disallowance of a motion to interveneis left to the sound discretion
of the court after a consideration of the appropriate circumstances.
However, such discretion is not without limitations. One of thelimits
in the exercise of such discretion isthat it must not be exercised in
disregard of law and the Constitution. The CA should have considered
the nature of the Ombudsman’ s powers as provided in the Constitution
and RA 6770.

X X X X X X X X X

Both the CA and respondent likened the Office of the Ombudsman
to ajudge whose decision wasin question. Thiswas atad too simplistic
(or perhaps even rather disdainful) of the power, duties and functions
of the Office of the Ombudsman. The Office of the Ombudsman
cannot be detached, disinterested and neutral specially when
defendingitsdecisions. M oreover, in administrative cases against
government personnel, the offense is committed against the
government and public interest. What further proof of a direct
constitutional and legal interest in the accountability of public officers
is necessary?’

Here, sinceits power to ensure enforcement of its Joint Decision
and Supplemental Resolution isin danger of being impaired,
the Office of the Ombudsman had aclear legal interest in defending
itsright to haveitsjudgment carried out. The CA patently erred
in denying the Office of the Ombudsman’ smotion for intervention.

7 1d. at 576-581. (Emphasis supplied; citations omitted)
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A discussion of the next issue of the propriety of theissuance
of awrit of preliminary injunction in this case would necessarily
touch on the very merits of the case, i.e., whether the concerned
government agencies and instrumentalities may execute the Office
of the Ombudsman’ s order to dismiss a government employee
from serviceeven if the Ombudsman’ sdecision ispending appeal .
It would also be a great waste of time to remand the case back
tothe CA, considering that the entire records of the proceedings
have already been elevated to this Court. Thus, at this point,
the Court shall fully adjudicate the main issue in the case.

Note that for a writ of preliminary injunction to issue, the
following essential requisites must concur, to wit: (1) that the
invasion of the right is material and substantial; (2) that the
right of complainant is clear and unmistakable; and, (3) that
thereisan urgent and paramount necessity for thewrit to prevent
serious damage.® In the present case, the right of respondents
cannot be said to be clear and unmistakable, because the prevailing
jurisprudence is that the penalty of dismissal from the service
meted on government employees or officials is immediately
executory in accordance with thevalid rule of execution pending
appeal uniformly observed in administrative disciplinary cases.
In Facura v. Court of Appeals,® the Court fully threshed out
this matter, thus:

The issue of whether or not an appeal of the Ombudsman decision
in an administrative case carries with it the immediate suspension
of the imposed penalty has been laid to rest in the recent resolution
of the case of Ombudsman v. Samaniego, where this Court held
that the decision of the Ombudsman isimmediately executory pending
appeal and may not be stayed by the filing of an appeal or the issuance
of an injunctive writ, to wit:

“Section 7, Rule Il of the Rules of Procedure of the Office of the
Ombudsman, as amended by Administrative Order No. 17 dated
September 15, 2003, provides:

8 Strategic Alliance Development Corporation vs. Star Infrastructure
Development Corporation, G.R. No. 187872, April 11, 2011, 647 SCRA
545, 555-556.

9 G.R. No. 184263, February 16, 2011, 643 SCRA 428.
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SEC. 7. Finality and execution of decision. — Where the
respondent is absolved of the charge, and in case of conviction
where the penalty imposed is public censure or reprimand,
suspension of not more than one month, or a fine equivalent
to one month salary, the decision shall be final, executory and
unappealable. In all other cases, the decision may be appeal ed
to the Court of Appeals on averified petition for review under
the requirements and conditions set forth in Rule 43 of the
Rules of Court, within fifteen (15) days from receipt of the
written Notice of the Decision or Order denying the motion
for reconsideration.

An appeal shall not stop the decision from being executory.
In case the penalty is suspension or removal and the
respondent winssuch appeal, he shall be consider ed ashaving
been under preventive suspension and shall bepaid thesalary
and such other emolumentsthat hedid not receive by reason
of the suspension or removal.

A decision of the Office of the Ombudsman in
administrative cases shall be executed asa matter of cour se.
The Office of the Ombudsman shall ensure that the decision
shall be strictly enforced and properly implemented. The refusal
or failure by any officer without just cause to comply with an
order of the Office of the Ombudsman to remove, suspend,
demote, fine, or censure shall be a ground for disciplinary
action against such officer. [Emphases supplied]

The Ombudsman’ s decision imposing the penalty of suspension
for one year is immediately executory pending appeal. It cannot be
stayed by the mere filing of an appeal to the CA. Thisruleissimilar
to that provided under Section 47 of the Uniform Rules on
Administrative Cases in the Civil Service.

In the case of In the Matter to Declare in Contempt of Court
Hon. Simeon A. Datumanong, Secretary of the DPWH, we held:

The Rules of Procedure of the Office of the Ombudsman are
clearly procedural and no vested right of the petitioner isviolated
as he is considered preventively suspended while his case is
on appeal. Moreover, in the event he wins on appeal, he shall
be paid the salary and such other emoluments that he did not
receive by reason of the suspension or removal. Besides, there
is no such thing as a vested interest in an office, or even an
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absolute right to hold office. Excepting constitutional offices
which provide for special immunity asregards salary and tenure,
no one can be said to have any vested right in an office.

X X X X X X X X X

X X X Here, Section 7, Rule Ill of the Rules of Procedure of
the Office of the Ombudsman, as amended, is categorical, an
appeal shall not stop the decision from being executory.

Moreover, Section 13 (8), Article XI of the Constitution
authorizes the Office of the Ombudsman to promulgate its
own rules of procedure. In this connection, Sections 18 and
27 of the Ombudsman Act of 1989 also provide that the Office
of the Ombudsman has the power to “promulgate its rules of
procedure for the effective exercise or performance of its powers,
functions and duties” and to amend or modify its rules as the
interest of justice may require. For the CA to issue a
preliminary injunction that will stay the penalty imposed
by the Ombudsman in an administrative case would be to
encroach on the rule-making powers of the Office of the
Ombudsman under the Constitution and RA 6770 as the
injunctive writ will render nugatory the provisions of
Section 7, Rule Il of the Rules of Procedure of the Office
of the Ombudsman.

Clearly, Section 7, Rule Il of the Rules of Procedure of the
Office of the Ombudsman supersedes the discretion given to
the CA in Section 12, Rule 43 of the Rules of Court when a
decision of the Ombudsman in an administrative caseis appealed
to the CA. The provision in the Rules of Procedure of the
Office of the Ombudsman that a decision is immediately
executory is aspecial rule that prevails over the provisions of
the Rules of Court. Specialis derogat generali. When two rules
apply to a particular case, that which was specially designed
for the said case must prevail over the other. [Emphases supplied]

Thus, Section 7, Rule 111 of the Rules of Procedure of the Office
of the Ombudsman, as amended by Administrative Order (A.O.)
No. 17, is categorical in providing that an appeal shall not stop an
Ombudsman decision from being executory. This rule applies to
the appealable decisions of the Ombudsman, namely, those where
the penalty imposed is other than public censure or reprimand, or
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apenalty of suspension of more than one month, or afine equivalent
to more than one month’s salary. Hence, the dismissal of De Jesus
and Parungao from the government service isimmediately executory
pending appeal.

The aforementioned Section 7 is also clear in providing that in
case the penalty is removal and the respondent wins his appeal, he
shall be considered as having been under preventive suspension
and shall be paid the salary and such other emoluments that he did
not receive by reason of the removal. As explained above, there is
no such thing as a vested interest in an office, or an absolute right
to hold office, except constitutional offices with special provisions
on salary and tenure. The Rules of Procedure of the Ombudsman
being procedural, no vested right of De Jesus and Parungao would
be violated as they would be considered under preventive suspension,
and entitled to the salary and emoluments they did not receive in
the event that they would win their appeal.

The ratiocination above also clarifies the application of Rule 43
of the Rules of Court in relation to Section 7 of the Rules of Procedure
of the Office of the Ombudsman. The CA, even on terms it may
deem just, has no discretion to stay a decision of the Ombudsman,
as such procedural matter is governed specifically by the Rules of
Procedure of the Office of the Ombudsman.

The CA’sissuance of a preliminary mandatory injunction, staying
the penalty of dismissal imposed by the Ombudsman in this
administrative case, is thus an encroachment on the rule-making
powers of the Ombudsman under Section 13 (8), Article X1 of the
Constitution, and Sections 18 and 27 of R.A. No. 6770, which grants
the Office of the Ombudsman the authority to promulgate its own
rules of procedure. Theissuance of aninjunctive writ renders nugatory
the provisions of Section 7, Rule Il of the Rules of Procedure of
the Office of the Ombudsman.°

From the foregoing elaboration, there can be no cavil that
respondents do not have any right to a stay of the Ombudsman’s
decision dismissing them from service. Perforce, the BSU-BOR
acted properly in issuing Resolution No. 18, series of 2005,
dated August 22, 2005, pursuant to the order of the Ombudsman,

10 |d. at 450-454.
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as its legally-mandated duty. The CA’s Resolution granting
respondents’ prayer for awrit of preliminary injunction is patently
erroneous.

WHEREFORE, the petitionisGRANTED. The Resolution
of the Court of Appeals, dated April 7, 2006, is SET ASIDE.
The Order of the Regional Trial Court of Batangas City, Branch
4, dated September 26, 2005 in Civil Case No. 7775, is
REINSTATED.

SO ORDERED.

Velasco, Jr. (Chairperson), Abad, Mendoza, and Leonen,
JJ., concur.

FIRST DIVISION
[G.R. No. 177763. July 3, 2013]

PEOPLE OF THE PHILIPPINES, plaintiff-appellee, vs.
GARY VERGARA Y ORIEL and JOSEPH
INOCENCIO! Y PAULINO, accused-appellants.

SYLLABUS

1. REMEDIAL LAW; EVIDENCE; CREDIBILITY OF
WITNESSES; BEST ADJUDGED BY TRIAL COURTS.—
Jurisprudence is consistent in reiterating that the trial court
is in a better position to adjudge the credibility of witnesses
especially if it is affirmed by the Court of Appeals. People v.
Clores reminds us that: When it comes to the matter of
credibility of awitness, settled are the guiding rules some of
which are that (1) the Appellate court will not disturb the

1 Rollo, p. 112; per Resolution dated June 25, 2008 this case has been
declared closed and terminated insofar as Joseph Inocencio is concerned.
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factual findings of the lower Court, unless there is a showing
that it had overlooked, misunderstood or misapplied some fact
or circumstance of weight and substance that would have affected
the result of the case, which showing is absent herein; (2) the
findings of the Trial Court pertaining to the credibility of a
witnessis entitled to great respect since it had the opportunity
to examine his demeanor as he testified on the witness stand,
and, therefore, can discern if such witness is telling the truth
or not[;] and (3) a witness who testifies in a categorical,
straightforward, spontaneous and frank manner and remains
consistent on cross-examination is a credible witness.

2. 1D.; ID.; ID.; ID.; RATIONALE THEREFOR; CASE AT
BAR.— Therationale for these guidelinesisthat, having heard
the witnesses themselves and having observed firsthand their
deportment and manner of testifying under grueling
examination, the trial courts are in a better position to decide
the question of credibility. On the other hand, this Court is
far detached from the details and drama during trial and relies
only on the records of the case in its review. On the matter
of credence and credibility of witnesses, therefore, this Court
admits to its limitations and acknowledges the advantage of
the trial court whose findings we give due deference. We see
no need to depart from the aforestated rules. A careful review
of the records reveals that accused-appellant Vergara failed
to negate the findings of the trial court with concrete evidence
that it had overlooked, misconstrued or misapplied some fact
or circumstance of weight and substance that would have affected
the result of the case. We agree with the Court of Appeals
when it stated that: The death of the victim, Miguelito Alfante,
is directly caused by the stab wounds inflicted by [appellant
Vergara] when he placed his left arm on the shoulder of the
victim and stabbed him repeatedly in his chest and left forearm
with a knife handed [to him] by [appellant Inocencio]. This
isan overwhelming evidence, and in stark contrast, all [appellant
Vergara] could offer are denial and self-defense. Denial is an
intrinsically weak defense, which the accused must buttress
with strong evidence of non-culpability to merit credibility.
Having failed to satisfy, the denial must necessarily fail.

3. CRIMINAL LAW; JUSTIFYING CIRCUMSTANCES; SELF-
DEFENSE; ESSENTIAL ELEMENTS.— Anent accused-
appellant Vergara’ sclaim of self-defense, the following essential
elements had to be proved: (1) unlawful aggression on the
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part of the victim; (2) reasonable necessity of the means
employed to prevent or repel such aggression; and (3) lack of
sufficient provocation on the part of the person resorting to
self-defense. A person who invokes self-defense has the burden
of proof. He must prove all the elements of self-defense.
However, the most important of all the elements is unlawful
aggression on the part of the victim. Unlawful aggression
must be proved first in order for self-defense to be successfully
pleaded, whether complete or incomplete.

4. 1D.; MURDER; QUALIFYING CIRCUMSTANCES;
TREACHERY; ESTABLISHED BY THE NUMBER AND
SEVERITY OF THE WOUNDS RECEIVED BY THE
VICTIM WHO WAS RENDERED IMMOBILE AND
WITHOUT ANY REAL OPPORTUNITY TO DEFEND
HIMSELF OTHER THAN FEEBLY RAISING HIS ARM
TO WARD OFF THE ATTACK.— We also agree with the
RTC and the Court of Appealsthat the acts of accused-appellant
Vergara constituted treachery qualifying the crime committed
to murder. As we have previously ruled upon, treachery is
present when the offender commits any of the crimes against
persons, employing means, methods, or formsin the execution,
which tend directly and specially to insure its execution, without
risk to the offender arising from the defense which the offended
party might make. Here, accused-appellant Vergara after
exchanging words with the victim, threw his arm around the
victim’s shoulder and proceeded to stab him. The victim was
totally unaware of the evil that would befall him. The number
and severity of the wounds received by the victim indicated
that he was rendered immobile and without any real opportunity
to defend himself other than feebly raising his arm to ward
off the attack. We, thus, sustain the trial court and the Court
of Appeals in finding that the qualifying circumstance of
treachery is present in the commission of the crime.

5. ID.; CIVIL LIABILITY; CLAIM FOR LOSS OF EARNING
CAPACITY DENIED FOR LACK OF PROOF.— We also
agree with the Court of Appeals when it removed the RTC's
award respecting the indemnity for theloss of earning capacity.
Aswe have already previously ruled that: Damages for loss of
earning capacity is in the nature of actual damages, which as
arule must be duly proven by documentary evidence, not merely
by the self-serving testimony of the widow. By way of exception,
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damages for loss of earning capacity may be awarded despite
the absence of documentary evidence when (1) the deceased
is self-employed earning less than the minimum wage under
current labor laws, and judicial notice may be taken of the
fact that in the deceased’ sline of work no documentary evidence
is available; or (2) the deceased is employed as a daily wage
worker earning less than the minimum wage under current
labor laws. In this case, we are constrained to uphold the ruling
of the Court of Appeals since no documentary evidence was
presented to buttress the claim for the loss of earning capacity
of the victim as claimed by his common-law wife. Neither
was it shown that the victim was covered by the exceptions
mentioned in the above-quoted case. The Court of Appeals
stated: Settled is the rule that actual damages, inclusive of
expected earnings lost caused by the crime, [must] be proved
with areasonable degree of certainty and on the best evidence
to prove obtainable by the injured party. The prosecution failed
to meet this criteria, no witness was presented to support the
contention of the common-law-wife of the victim that the latter
is a self-employed mason earning £500.00 a day. Hence, this
Court cannot rely on the uncorroborated testimony of the
common-law-wife of the victim which lacks specific details
or particulars on the claimed loss earnings.

6. ID.; ID.; EXEMPLARY DAMAGES; AWARD THEREOF
PROPER IN CASE AT BAR.— Moreover, we deem it proper
that an award for exemplary damages be made. We have ruled
as follows: Unlike the criminal liability which is basically a
State concern, the award of damages, however, is likewise, if
not primarily, intended for the offended party who suffers
thereby. It would make little sense for an award of exemplary
damages to be due the private offended party when the
aggravating circumstance is ordinary but to be withheld when
it is qualifying. Withal, the ordinary or qualifying nature of
an aggravating circumstance is a distinction that should only
be of consequence to the criminal, rather than to the civil,
liability of the offender. Infine, relative to the civil aspect
of the case, an aggravating circumstance, whether ordinary
or qualifying, should entitle the offended party to an award
of exemplary damages within the unbridled meaning of
Article 2230 of the Civil Code. We, thus, award exemplary
damages in the amount of £30,000.00 to conform to existing
jurisprudence.
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7. 1D.; 1D.; AWARD FOR MANDATORY CIVIL INDEMNITY
INCREASED TO P75,000.00 TO CONFORM TO RECENT
JURISPRUDENCE; INTEREST AT THE LEGAL RATE
OF 6% PER ANNUM FROM DATE OF FINALITY UNTIL
FULLY PAID ALSO IMPOSED ON ALL THE
MONETARY AWARDS.— We increase the award for
mandatory civil indemnity to £75,000.00 to conform to recent
jurisprudence. Lastly, we sustain the RTC’s award for moral
damages in the amount of £50,000.00 even in the absence of
proof of mental and emotional suffering of the victim’s heirs.
As borne out by human nature and experience, a violent death
invariably and necessarily brings about emotional pain and
anguish on the part of the victim’'s family. While no amount
of damages may totally compensate the sudden and tragic loss
of a loved one it is nonetheless awarded to the heirs of the
deceased to at | east assuage them. In addition, and in conformity
with current policy, we also impose on all the monetary awards
for damages interest at the legal rate of 6% per annum from
date of finality of this Decision until fully paid.

APPEARANCES OF COUNSEL

The Solicitor General for plaintiff-appellee.
Michael P. Moralde for accused-appellants.

DECISION
LEONARDO-DE CASTRO, J.:

Beforethis Court isan appeal of the March 30, 2007 Decision?
of the Court of Appeals in CA-G.R. CR.-H.C. No. 023873
affirming with modification the December 29, 2001 Decision*
of the Regional Trial Court (RTC), Branch 116, Pasay City in
Crim. Case No. 01-0275, entitled People of the Philippines v.

21d. at 3-22; penned by Associate Justice Marlene Gonzal es-Sison with
Associate Justices Juan Q. Enriquez, Jr. and Vicente S.E. Vel oso, concurring.

3 Entitled People of the Philippinesv. Gary Vergaray Oriel and Joseph
Inocencio y Paulino.

4 CA rollo, pp. 17-27; penned by Judge Eleuterio F. Guerrero.
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Gary Vergara y Oriel alias “ Gary” and Joseph Inocencio y
Paulino alias* Joseph,” finding accused-appellants Gary Vergara
(Vergara) and Joseph Inocencio (Inocencio) guilty beyond
reasonable doubt of murder as principal and accomplice,
respectively.

On February 13, 2001, an Information for the crime of murder
qgualified by treachery was filed against accused-appellants.

On March 12, 2001, upon arraignment, accused-appellants
pleaded not guilty to the crime charged.® Trial on the merits
ensued.

The prosecution established that at around midnight of
February 10, 2001, accused-appellants were causing a ruckus
on Libertad-Colayco Streets, Pasay City by throwing water bottles
at passers-by. At around 2:00 am., thevictim, Miguelito Alfante,
who was seemingly drunk, walked down the street. Vergara
approached Alfante and told him: *“ Pare, mukhang high na
high ka.” Alfante retorted: “ Anong pakialam mo?” At this
juncture, Vergara threw his arm around Alfante’s shoulder,
received aknife from Inocencio, and suddenly stabbed Alfante.
Vergarathen said “ Taga rito ako.” Thereafter, Vergara and
Inocencio ran from the scene but were pursued by several
witnesses. Alfante, meanwhile, was brought to the Pasay City
General Hospital where he died.®

The autopsy report conducted on the cadaver of the victim
revealed that Alfante sustained eight stab wounds: fivelocated
on the chest area and three on the left forearm. The victim
sustained two fatal wounds: one which severed theleft ventricle
of the heart and another wound puncturing the lower lobe of
the left lung. The Autopsy Report N-01-1517 signed by Dr.
Dominic Agbuda, medico-legal officer of the National Bureau
of Investigation who conducted the autopsy, stated that:

51d. at 31.
6 1d. at 18.
" Records, p. 91.
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CAUSE OF DEATH: MULTIPLE STAB WOUNDS, CHEST,
LEFT ARM.

The common-law wife of thevictim, Gina Alfante,® testified
that she incurred the following expensesin connection with the
death and burial of Alfante:

a) P17,000.00 for the coffin

b) £3,000.00 for the nicho

c) P250.00 for the mass

d) £15,000.00 for food and drinks for the wake; and
e) P16,000.00 for the burial lot.

Ginafurther testified that Alfante had been working as a mason
prior to his death earning £500.00 a day.®

In hisdefense, Vergaradenied the version of the prosecution.
He testified that on February 10, 2001, at around midnight, he
and Inocencio went to a convenience store to buy salted eggs
for “baon” the following day. When they passed by Libertad
corner Colayco Streetsin Pasay City to goto the 7-11 convenience
store, they saw Alfante together with nine other persons. Contrary
to the testimony of prosecution witnesses, it was Alfante who
approached Vergara, knife in hand and proceeded to stab him.
He was able to evade the attack and grappled with Alfante for
possession of theknifeand, in the course of their struggle, Alfante
sustained hisinjuries. Inocencio stood by hissidefor the duration
of theincident.’® Thereafter, he fled the scene. He went to the
nearest police station and was subsequently brought to the Ospital
ng Maynilafor treatment for theinjury on hisright palm sustained
during the tussle.’

Dr. Oliver Leyson, Medical Officer |11 of the Ospital ng
Maynila, testified to his medical examination and treatment of

8 TSN, June 15, 2001, pp. 6-8.
°1d. at 8.

10 TSN, August 15, 2001, pp. 4-12.
I TSN, August 29, 2001, pp. 4-6.
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Vergara' sinjury caused by abladed weapon which he sustained
on February 11, 2001.2

After evaluating the respective evidence of the contending
parties, on December 29, 2001, the RTC found accused-appellants
guilty beyond reasonable doubt of the crime of murder as defined
under Article 248 of the Revised Penal Code. The decretal portion
of the Decision stated:

WHEREFORE, in the light of the foregoing premises and
considerations, this Court hereby rendersjudgment finding the accused
GARY VERGARA YORIEL aliasGARY and JOSEPH INOCENCIO
Y PAULINO alias JOSEPH both GUILTY as principal and
accomplice, respectively, for the crime of Murder, as this felony is
defined and penalized by Article 248 of the Revised Penal Code, as
amended by R.A. 7659, and appreciating in favor of the accused
Gary Vergara y Oriel alias Gary the mitigating circumstance of
voluntary surrender without any aggravating circumstance to offset
the same, the Court hereby sentences said accused Gary Vergaray
Oriel alias Gary to suffer the penalty of reclusion perpetua and the
other accused Joseph Inocencio y Paulino alias Joseph to suffer an
indeterminate penalty of imprisonment ranging from Eight (8) Y ears
and One (1) Day of Prision Mayor, as minimum, to Fourteen (14)
Y ears, Eight (8) Months and One (1) Day of Reclusion Temporal,
as maximum, and for them to pay, jointly and severally the Heirs
of the deceased Miguelito Alfante the sums of Php51,250.00, as
actual damages, Php1,020,000.00, as indemnity for loss of earnings
of the same deceased, Php250,00.00 as moral damages, plus costs
(sic).B®

Accused-appellants filed their notice of appeal on February 5,
2002 to the Supreme Court.** The appeal was accepted by this
Court in its Resolution®® dated September 4, 2002 but was
subsequently transferred to the Court of Appeals pursuant to
People v. Mateo.1®

12 TSN, August 31, 2001, pp. 2-7.

13 CA rollo, p. 27.

14 Records, pp. 145-146.

5 CA rollo, p. 31.

16 G.R. Nos. 147678-87, July 7, 2004, 433 SCRA 640.
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Asin the Court of Appeals, accused-appellants challenged
the court a quo’ sfinding of guilt beyond reasonable doubt. They
averred that the elements of the crime of murder were not proven.*
On March 30, 2007, the Court of Appeals affirmed with
modification as to the award of damages the Decision of the
RTC. The Court of Appeals thus disposed of the appeal in the
following manner:

WHEREFORE, premises considered the Decision dated December
29, 2001, of the Regional Trial Court (RTC), National Capital Judicial
Region, Branch 116, Pasay City is AFFIRMED with
MODIFICATION in that the accused-appellants are jointly and
severally held liable to pay the heirs of the victim, to the exclusion
of his common-law-wife, the following amount, to wit:

a. P50,000.00 as civil indemnification;
b. £50,000.00 as moral damages; and
c. P51,250.00 as actual damages.'®

Hence, this appeal .** Accused-appellants’ confinement was
confirmed by the Bureau of Corrections on April 11, 2007.%°

The appellee?* manifested that it would not file a supplemental
brief.

On May 13, 2008, accused-appellant Joseph P. Inocencio
filed amotion to withdraw his appeal stating that heisno longer
interested to pursue an appeal .?? This Court, in a Resolution
dated June 25, 2008, granted the motion of appellant Inocencio
and declared the case terminated as far as he is concerned.?®

7 CA rollo, pp. 93-100.
18 Rallo, p. 22.

9 CA rollo, pp. 127-130.
20 1d. at 131.

2! Rollo, pp. 28-30.

2 1d. at 32.

Zd. at 34.
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Dueto thefailure of accused-appellant Vergara' s counsel to
file a supplemental brief, the Court, in a Resolution dated
November 19, 2008, resolved to dispense with its filing.?*

We affirm the March 30, 2007 decision of the Court of Appeals
with modification respecting the award of damages.

The pertinent provision in thiscaseisArticle 248 of the Revised
Penal Code, to wit:

Article 248. Murder. — Any person who, not falling within the
provisions of Article 246, shall kill another, shall be guilty of murder
and shall be punished by reclusion perpetua to death if committed
with any of the following attendant circumstances:

1) Withtreachery, taking advantage of superior strength, with
the aid of armed men, or employing means to weaken the
defense or of means or personsto insure or afford impunity[.]
(Emphasis added.)

Jurisprudence is consistent in reiterating that the trial court
is in a better position to adjudge the credibility of witnesses
especially if it is affirmed by the Court of Appeals.?® People
v. Clores®® reminds us that:

When it comes to the matter of credibility of a witness, settled
are the guiding rules some of which are that (1) the Appellate court
will not disturb the factual findings of the lower Court, unless there
is a showing that it had overlooked, misunderstood or misapplied
some fact or circumstance of weight and substance that would have
affected the result of the case, which showing is absent herein; (2)
the findings of the Trial Court pertaining to the credibility of a
witness is entitled to great respect since it had the opportunity to
examine his demeanor as he testified on the witness stand, and,
therefore, can discern if such witness is telling the truth or not[;]
and (3) a witness who testifies in a categorical, straightforward,
spontaneous and frank manner and remains consistent on cross-
examination is a credible witness. (Citations omitted.)

2 |d. at 41.

% |lisan v. People, G.R. No. 179487, November 15, 2010, 634 SCRA
658, 663.

26 263 Phil. 585, 591 (1990).
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The rationale for these guidelines is that, having heard the
witnesses themselves and having observed firsthand their
deportment and manner of testifying under grueling examination,
thetrial courts arein abetter position to decide the question of
credibility.?” On the other hand, this Court isfar detached from
the detailsand dramaduring trial and relies only on the records
of thecaseinitsreview. Onthe matter of credence and credibility
of witnesses, therefore, this Court admitsto its limitations and
acknowledges the advantage of the trial court whose findings
we give due deference.

We see no need to depart from the aforestated rules. A careful
review of the records reveals that accused-appellant Vergara
failed to negate the findings of the trial court with concrete
evidence that it had overlooked, misconstrued or misapplied
some fact or circumstance of weight and substance that would
have affected the result of the case. We agree with the Court
of Appeals when it stated that:

The death of the victim, Miguelito Alfante, is directly caused by
the stab wounds inflicted by [appellant Vergara] when he placed
hisleft arm on the shoulder of the victim and stabbed him repeatedly
in his chest and | eft forearm with aknife handed [to him] by [appellant
Inocencio]. Thisisan overwhelming evidence, and in stark contrast,
all [appellant Vergara] could offer are denial and self-defense. Denial
is an intrinsically weak defense, which the accused must buttress
with strong evidence of non-culpability to merit credibility. Having
failed to satisfy, the denial must necessarily fail.? (Citation omitted.)

Anent accused-appellant Vergara’ s claim of self-defense, the
following essential elements had to be proved: (1) unlawful
aggression on the part of the victim; (2) reasonable necessity
of the means employed to prevent or repel such aggression;
and (3) lack of sufficient provocation on the part of the person
resorting to self-defense.?® A person who invokes self-defense

27 people v. Escleto, G.R. No. 183706, April 25, 2012, 671 SCRA 149,
155.

% Rollo, p. 17.

2 people v. Dolorido, G.R. No. 191721, January 12, 2011, 639 SCRA
496, 502-503.
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has the burden of proof. He must prove all the elements of
self-defense. However, the most important of all the elements
is unlawful aggression on the part of the victim. Unlawful
aggression must be proved first in order for self-defense to be
successfully pleaded, whether complete or incomplete.®

Unlawful aggression isan actual physical assault, or at |east
athreat to inflict real imminent injury, upon a person. In case
of threat, it must be offensive and strong, positively showing
thewrongful intent to causeinjury. It “ presupposes actual, sudden,
unexpected or imminent danger - not merely threatening and
intimidating action.” Itispresent “only when the one attacked
faces real and immediate threat to one’s life.”3

In the present case, the element of unlawful aggression is
absent. By the testimonies of all the witnesses, the victim’'s
actuations did not constitute unlawful aggression to warrant
the use of force employed by accused-appellant Vergara. The
records reveal that the victim had been walking home albeit
drunk when he passed by accused-appellants. However, there
is no indication of any untoward action from him to warrant
the treatment that he had by accused-appellant Vergara’ s hands.
As succinctly stated by the RTC:

[T]he victim was just walking, he [was] neither uttering invectives
words nor provoking the [appellants] into afight. [Appellant Vergara
was| the unlawful aggressor. He was the one who put the life of the
victimin actual peril. Thiscan beinferred from the wounds sustained
by the victim.”3?

It is thus clear that there being no unlawful aggression on
the part of the victim, the act of accused-appellant Vergara of
taking a knife and stabbing the victim was not made in lawful
self-defense.

30 |d. at 503.
81 1d. at 504.
%2 Rollo, p. 18.
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We also agree with the RTC and the Court of Appeals that
the acts of accused-appellant Vergara constituted treachery
qualifying the crime committed to murder. Aswe have previously
ruled upon, treachery is present when the offender commits any
of the crimes against persons, employing means, methods, or
forms in the execution, which tend directly and specially to
insure its execution, without risk to the offender arising from
the defense which the offended party might make.*

Here, accused-appellant Vergaraafter exchanging wordswith
the victim, threw his arm around the victim’s shoulder and
proceeded to stab him. The victim was totally unaware of the
evil that would befall him. The number and severity of the wounds
received by the victim indicated that he was rendered immobile
and without any real opportunity to defend himself other than
feebly raising hisarm to ward off the attack. We, thus, sustain
the trial court and the Court of Appeals in finding that the
qualifying circumstance of treachery is present in the commission
of the crime.

Article 248 of the Revised Penal Code, asamended by Republic
Act No. 7659, provides for the penalty of reclusion perpetua
to desth for the crime of murder. Though therewas an appreciation
of voluntary surrender as a mitigating circumstance, following
the Indeterminate Sentence Law, the RTC, as affirmed by the
Court of Appeals, properly imposed the penalty of reclusion
perpetua, pursuant to Article 63, paragraph 2, of the Revised
Penal Code.*

However, to conform to existing jurisprudence the Court must
modify the amount of indemnity for death and exemplary damages
awarded by the courts a quo.

Anent the award of damages, when death occurs due to a
crime, the following may be recovered: (1) civil indemnity ex

33 people v. Laurio, G.R. No. 182523, September 13, 2012, 680 SCRA
560, 571-572.

34 people v. Escleto, supra note 27 at 159-160.
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delicto for the death of the victim; (2) actual or compensatory
damages; (3) moral damages; (4) exemplary damages; (5)
attorney’s fees and expenses of litigation; and (6) interest, in
proper cases.®

We agree with the Court of Appeals that the heirs of the
victim was ableto prove before the trial court, actual damages
inthe amount of £51,250.00 based on the recei pts® they submitted
to the trial court.

We also agree with the Court of Appeals when it removed
the RTC’ saward respecting the indemnity for theloss of earning
capacity. As we have already previously ruled that:

Damages for loss of earning capacity is in the nature of actual
damages, which as a rule must be duly proven by documentary
evidence, not merely by the self-serving testimony of the widow.

By way of exception, damages for loss of earning capacity may
be awarded despite the absence of documentary evidence when (1)
the deceased is self-employed earning less than the minimum wage
under current labor laws, and judicial notice may be taken of the
fact that in the deceased’ s line of work no documentary evidenceis
available; or (2) the deceased is employed as a daily wage worker
earning less than the minimum wage under current labor laws.?
(Citations and emphasis omitted.)

In this case, we are constrained to uphold the ruling of the
Court of Appeals since no documentary evidence was presented
to buttress the claim for the loss of earning capacity of the
victim as claimed by hiscommon-law wife. Neither wasit shown
that the victim was covered by the exceptions mentioned in the
above-quoted case. The Court of Appeals stated:

35 People v. Rebucan, G.R. No. 182551, July 27, 2011, 654 SCRA 726,
758.

36 Records, pp. 79-82.

%7 Serra v. Mumar, G.R. No. 193861, March 14, 2012, 668 SCRA 335,
347-348; also People v. Lopez, G.R. No. 188902, February 16, 2011, 643
SCRA 524, 528-529.
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Settled istherulethat actual damages, inclusive of expected earnings
lost caused by the crime, [must] be proved with a reasonable degree
of certainty and on the best evidence to prove obtainable by the
injured party. The prosecution failed to meet this criteria, no witness
was presented to support the contention of the common-law-wife of
the victim that the latter is a self-employed mason earning £500.00
aday. Hence, this Court cannot rely on the uncorroborated testimony
of the common-law-wife of the victim which lacks specific details
or particulars on the claimed loss earnings.®® (Citation omitted.)

Moreover, we deem it proper that an award for exemplary
damages be made. We have ruled as follows:

Unlike the criminal liability which is basically a State concern, the
award of damages, however, is likewise, if not primarily, intended
for the offended party who suffersthereby. It would make little sense
for an award of exemplary damages to be due the private offended
party when the aggravating circumstance is ordinary but to be withheld
when it is qualifying. Withal, the ordinary or qualifying nature of
an aggravating circumstance is a distinction that should only be of
consequence to the criminal, rather than to the civil, liability of the
offender. Infine, relativetothecivil aspect of the case, an aggravating
circumstance, whether ordinary or qualifying, should entitle the
offended party to an award of exemplary damages within the unbridled
meaning of Article 2230 of the Civil Code.®® (Emphasis omitted.)

We, thus, award exemplary damagesin the amount of £30,000.00
to conform to existing jurisprudence.®

We increase the award for mandatory civil indemnity to
P75,000.00 to conform to recent jurisprudence.*

Lastly, we sustain the RTC’s award for moral damages in
the amount of £50,000.00 even in the absence of proof of mental

% Rollo, p. 21.

3 peoplev. Salafranca, G.R. No. 173476, February 22, 2012, 666 SCRA
501, 517.

40 people v. Escleto, supra note 27 at 160.

4l people v. Anticamara, G.R. No. 178771, June 8, 2011, 651 SCRA
489, 520.
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and emotional suffering of the victim’s heirs.*? As borne out
by human nature and experience, aviolent death invariably and
necessarily brings about emotional pain and anguish on the part
of the victim’s family.*®* While no amount of damages may
totally compensate the sudden and tragic loss of aloved one it
is nonethel ess awarded to the heirs of the deceased to at |east
assuage them.

In addition, and in conformity with current policy, we also
impose on all the monetary awards for damages interest at the
legal rate of 6% per annum from date of finality of this Decision
until fully paid.*

WHEREFORE, the March 30, 2007 Decision of the Court
of Appealsin CA-G.R. CR.-H.C. No. 02387 is AFFIRMED
with MODIFICATION. Appellant Gary Vergaray Oriel
alias “Gary” isfound GUILTY beyond reasonable doubt of
murder, and is sentenced to suffer the penalty of reclusion
perpetua. Appellant is further ordered to pay the heirs of
Miguelito Alfante the amounts of £51,250.00 as actual damages,
P75,000.00 as civil indemnity, £50,000.00 as moral damages,
and P30,000.00 as exemplary damages. All monetary awards
for damages shall earn interest at the legal rate of 6% per annum
from date of finality of this Decision until fully paid.

No pronouncement as to costs.
SO ORDERED.

Sereno, C.J. (Chairperson), Bersamin, Villarama, Jr., and
Reyes, JJ., concur.

42 people v. Concillado, G.R. No. 181204, November 28, 2011, 661
SCRA 363, 384; Peoplev. Fontanilla, G.R. No. 177743, January 25, 2012,
664 SCRA 150, 162.

43 people v. Escleto, supra note 27 at 160.
44
Id.
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FIRST DIVISION
[G.R. No. 181277. July 3, 2013]

SWEDISH MATCH PHILIPPINES, INC., petitioner, vs.
THE TREASURER OF THE CITY OF MANILA,
respondent.

SYLLABUS

1. REMEDIAL LAW; CIVIL PROCEDURE; PLEADINGS;
VERIFICATION; A VERIFICATION SIGNED WITHOUT
AUTHORITY FROM THE BOARD OF DIRECTORS IS
DEFECTIVE; THE REQUIREMENT OF VERIFICATION
IS, HOWEVER, SIMPLY A CONDITION AFFECTING
THE FORM OF THE PLEADING AND NON-
COMPLIANCE DOES NOT NECESSARILY RENDER
THE PLEADING FATALLY DEFECTIVE.— The power
of a corporation to sue and be sued is lodged in the board of
directors, which exercises its corporate powers. It necessarily
follows that “an individual corporate officer cannot solely
exercise any corporate power pertaining to the corporation
without authority from the board of directors.” Thus, physical
acts of the corporation, like the signing of documents, can be
performed only by natural persons duly authorized for the
purpose by corporate by-laws or by a specific act of the board
of directors. Consequently, a verification signed without an
authority from the board of directors is defective. However,
the requirement of verification is simply a condition affecting
the form of the pleading and non-compliance does not necessarily
render the pleading fatally defective. The court may in fact
order the correction of the pleading if verification is lacking
or, it may act on the pleading although it may not have been
verified, where it is made evident that strict compliance with
the rules may be dispensed with so that the ends of justice
may be served.

2. 1D.; ID.; ID.; ID.; ID.; BY SUBMITTING THE PROOF OF
AUTHORITY FROM THE BOARD OF DIRECTORS,
PETITIONER-CORPORATION RATIFIED THE
AUTHORITY OF IT'S FINANCE MANAGER TO
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REPRESENT ITINTHEPETITION FILED BEFORE THE
TRIAL COURT AND CONSEQUENTLY TO SIGN THE
VERIFICATION AND CERTIFICATION OF NON-
FORUM SHOPPING ON BEHALF OF THE
CORPORATION.— In this case, it is undisputed that the
Petition filed with the RTC was accompanied by a Verification
and Certification of Non-Forum Shopping signed by Ms. Beleno,
although without proof of authority from the board. However,
this Court finds that the belated submission of the Secretary’s
Certificate constitutes substantial compliance with Sections 4
and 5, Rule 7 of the 1997 Revised Rules on Civil Procedure.
A perusal of the Secretary’s Certificate signed by petitioner’s
Corporate Secretary Rafael Khan and submitted to the RTC
shows that not only did the corporation authorize Ms. Beleno
to execute the required Verifications and/or Certifications of
Non-Forum Shopping, but it likewise ratified her act of filing
the Petition with the RTC. x x x. Additionally, it may be
remembered that the Petition filed with the RTC was a claim
for arefund of business taxes. x x x. Thus, for this particular
case, Ms. Beleno, as finance director, may be said to have
been in aposition to verify the truthfulness and correctness of
the allegations in the claim for a refund of the corporation’s
business taxes. In Mediserv v. Court of Appeals, we said that
aliberal construction of the rules may be invoked in situations
in which there may be some excusable formal deficiency or
error in a pleading, provided that the invocation thereof does
not subvert the essence of the proceeding, but at least connotes
a reasonable attempt at compliance with the rules. After all,
rules of procedure are not to be applied in avery rigid, technical
manner, but are used only to help secure substantial justice.

3. TAXATION; LOCAL TAXATION; MANILA REVENUE
CODE; DOUBLE TAXATION, DEFINED; THERE IS
DOUBLE TAXATION IF RESPONDENT ISSUBJECTED
TO TAXES UNDER SECTIONS 14 AND 21 OF TAX
ORDINANCE NO. 7794.— At the outset, it must be pointed
out that the issue of double taxation is not novel, as it has
already been settled by this Court in The City of Manila v.
Coca-Cola Bottlers Philippines, Inc., in this wise: Petitioners
obstinately ignore the exempting proviso in Section 21 of Tax
Ordinance No. 7794, to their own detriment. Said exempting
proviso was precisely included in said section so as to avoid
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doubletaxation. Double taxation meanstaxing the same property
twice when it should be taxed only once; that is, “taxing the
same person twice by the samejurisdiction for the same thing.”
It is obnoxious when the taxpayer istaxed twice, when it should
be but once. Otherwise described as* direct duplicate taxation,”
the two taxes must be imposed on the same subject matter, for
the same purpose, by the same taxing authority, within the
same jurisdiction, during the same taxing period; and the taxes
must be of the same kind or character. Using the af orementioned
test, the Court finds that there is indeed double taxation if
respondent issubjected to the taxesunder both Sections 14
and 21 of Tax Ordinance No. 7794, since these are being
imposed: (1) on the same subject matter — the privilege of
doing businessin the City of Manila; (2) for the same purpose
—to make persons conducting business within the City of
Manila contribute to city revenues; (3) by the same taxing
authority — petitioner City of Manila; (4) within the same
taxing jurisdiction — within the territorial jurisdiction of
the City of Manila; (5) for the same taxing periods — per
calendar year; and (6) of the same kind or character — a
local business tax imposed on gross sales or receipts of the
business.

4. ID.; ID.; ID.; ID.; ID.; SECTION 143 OF THE LOCAL
GOVERNMENT CODE, WHICH IS THE SOURCE OF
THE POWER OF CITIES AND MUNICIPALITIES TO
IMPOSE A LOCAL BUSINESSTAX, REVISITED.— The
Court revisits Section 143 of the LGC, the very source of the
power of municipalities and cities to impose a local business
tax, and to which any local business tax imposed by petitioner
City of Manila must conform. It is apparent from a perusal
thereof that when a municipality or city hasalready imposed
a business tax on manufacturers, etc. of liquors, distilled
spirits, wines, and any other article of commer ce, pursuant
to Section 143(a) of the LGC, said municipality or city may
no longer subject the same manufacturers, etc. to abusiness
tax under Section 143(h) of the same Code. Section 143(h)
may beimposed only on businessesthat ar e subject to excise
tax, VAT, or percentage tax under the NIRC, and that are
“not otherwise specified in preceding paragraphs.” In the
sameway, businesses such asrespondent’s, already subject
to a local business tax under Section 14 of Tax Ordinance
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No. 7794 [which is based on Section 143(a) of the LGC],
can no longer be made liable for local business tax under
Section 21 of the same Tax Ordinance [which is based on
Section 143(h) of the LGC]. x x x Further, we agree with
petitioner that Ordinance Nos. 7988 and 8011 cannot be the
basis for the collection of business taxes. In Coca-Cola, this
Court had the occasion to rule that Ordinance Nos. 7988 and
8011 were null and void for failure to comply with the required
publication for three (3) consecutive days.

5. 1D.; ID.; ID.; ID.; ID.; ID.; REFUND OF PAYMENT MADE
FOR BUSINESS TAX OF A PERSON SUBJECTED TO
DOUBLE TAXATION, PROPER; CASE AT BAR.—
Accordingly, respondent’ s assessment under both Sections 14
and 21 had no basis. Petitioner isindeed liable to pay business
taxes to the City of Manila; nevertheless, considering that the
former has already paid these taxes under Section 14 of the
Manila Revenue Code, it is exempt from the same payments
under Section 21 of the same code. Hence, payments made
under Section 21 must be refunded in favor of petitioner. Itis
undisputed that petitioner paid business taxes based on
Sections 14 and 21 for the fourth quarter of 2001 in the total
amount of P470,932.21. Therefore, it is entitled to arefund of
P164,552.04 corresponding to the payment under Section 21
of the Manila Revenue Code.

APPEARANCES OF COUNSEL

Siguion Reyna Montecillo & Ongsiako for petitioner.
Renato G. Dela Cruzand Editha C. Fernandez for respondent.

DECISION
SERENO, C.J.:
This is a Petition for Review on Certiorari® filed by

Swedish Match Philippines, Inc. (petitioner) under Rule 45 of
the 1997 Rules of Civil Procedure assailing the Court of Tax

! Rollo, pp. 26-75.
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Appeals En Banc (CTA En Banc) Decision? dated 1 October
2007 and Resolution® dated 14 January 2008 in C.T.A. EB
No. 241.

THE FACTS

On 20 October 2001, petitioner paid business taxes in the
total amount of P470,932.21.* The assessed amount was based
on Sections 14° and 21° of Ordinance No. 7794, otherwise known

2 |d. at 76-87; penned by Associate Justice Juanito C. Castafieda Jr.
and concurred in by then Presiding Justice Ernesto D. Acosta, Associate
Justices Lovell R. Bautista, Erlinda P. Uy, Caesar A. Casanova and Olga
Palanca-Enriquez. The CTA En Banc affirmed the Decision dated 8 August
2006 and Resolution dated 27 November 2006 rendered by the CTA Second
Divisionin C.T.A. AC No. 6, which affirmed the dismissal of petitioner’'s
claim for arefund. The claim was dismissed by the Regional Trial Court
(RTC) of Manila, Branch 21 on the ground of lack of legal capacity to sue
and failure to establish a cause of action.

3 1d. at 88-90.
41d. at 269.

5 SEC. 14. Tax on Manufacturers, Assemblers and other Processors.
— Thereis hereby imposed a graduated tax on manufacturers, assemblers,
repackers, processors, brewers, distillers, rectifiers and compounders of
liquors, distilled spirits, and wines on manufacturers of any articles of
commerce of whatever kind or nature in accordance with the following
schedule.

With grossreceipts or salesfor the preceding calendar year in the amount
of:
XXX.

8 SEC. 21. Tax on Business Subject to the Excise, Value-Added or
Percentage Taxes under the NIRC — On any of the following businesses
and articles of commerce subject to the excise, value-added or percentage
taxes under the National Internal Revenue Code, hereinafter referred to
asNIRC, asamended, atax of FIFTY PERCENT (50%) OF ONE PERCENT
(1%) per annum on the gross sales or receipts of the preceding calendar
year is hereby imposed:

A) On person who sells goods and services in the course of trade or
businesses; xxx

PROVIDED, that all registered businesses in the City of Manila already
paying the aforementioned tax shall be exempted from payment thereof.
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as the Manila Revenue Code, as amended by Ordinance Nos.
7988 and 8011. Out of that amount, P164,552.04 corresponded
to the payment under Section 21.7

Assenting that it was not liable to pay taxes under Section 21,
petitioner wrote a letter® dated 17 September 2003 to herein
respondent claiming arefund of business taxes the former had
paid pursuant to the said provision. Petitioner argued that payment
under Section 21 constituted doubletaxationin view of its payment
under Section 14.

On 17 October 2003, for the alleged failure of respondent to
act on its claim for a refund, petitioner filed a Petition for
Refund of Taxes® with the RTC of Manila in accordance
with Section 196 of the Local Government Code of 1991. The
Petition was docketed as Civil Case No. 03-108163.

On 14 June 2004, the Regional Trial Court (RTC), Branch 21
of Manila rendered a Decision® in Civil Case No. 03-108163
dismissing the Petition for the failure of petitioner to plead the
latter’s capacity to sue and to state the authority of Tiarra T.
Batilaran-Beleno (Ms. Beleno), who had executed the Verification
and Certification of Non-Forum Shopping.

In denying petitioner’s Motion for Reconsideration, the RTC
went on to say that Sections 14 and 21 pertained to taxes of a
different nature and, thus, the elements of double taxation were
wanting in this case.

On appeal, the CTA Second Division affirmed the RTC’s
dismissal of the Petition for Refund of Taxes on the ground
that petitioner had failed to state the authority of Ms. Beleno
to institute the suit.

The CTA En Banc likewise denied the Petition for Review,
ruling as follows:

7 Supra note 1, at 190-191.
8 |d. at 263-268.
% Id. at 284-296.
10 1d. at 254-257.
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In this case, the plaintiff is the Swedish Match Philippines, Inc.
However, as found by the RTC as well as the Court in Division, the
signatory of the verification and/or certification of non-forum shopping
is Ms. Beleno, the company’ s Finance Manager, and that there was
no board resolution or secretary’s certificate showing proof of Ms.
Beleno’s authority in acting in behalf of the corporation at the time
the initiatory pleading was filed in the RTC. It is therefore, correct
that the case be dismissed.

WHEREFORE, premises considered, the petition for review is
hereby DENIED. Accordingly, the assailed Decision and the
Resolution dated August 8, 2006 and November 27, 2006, respectively,
are hereby AFFIRMED in toto.

SO ORDERED.*
| SSUES

In order to determine the entitlement of petitioner to arefund
of taxes, theinstant Petition requiresthe resolution of two main
issues, to wit:

1) Whether Ms. Beleno was authorized to file the Petition
for Refund of Taxes with the RTC; and

2)  Whether the imposition of tax under Section 21 of the
Manila Revenue Code constitutes doubletaxationin view
of the tax collected and paid under Section 14 of the
same code.?

THE COURT’S RULING

Authority from the board to sign the
Verification and Certification of
Non-Forum Shopping

Anent the procedural issue, petitioner argues that there can
be no dispute that Ms. Beleno was acting within her authority
when she instituted the Petition for Refund before the RTC,
notwithstanding that the Petition was not accompanied by a

1 1d. at 86.
12 1d. at 34-35.
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Secretary’ s Certificate. Her authority wasratified by the Board
in its Resolution adopted on 19 May 2004. Thus, even if she
was not authorized to execute the Verification and Certification
at the time of the filing of the Petition, the ratification by the
board of directorsretroactively applied to the date of her signing.

On the other hand, respondent contends that petitioner failed
to establish the authority of Ms. Beleno to institute the present
action on behalf of the corporation. Citing Philippine Airlines
v. Flight Attendants and Stewar ds Association of the Philippines
(PAL v. FASAP), = respondent aversthat the required certification
of non-forum shopping should have been valid at the time of
thefiling of the Petition. The Petition, therefore, was defective
dueto theflawed Verification and Certification of Non-Forum
Shopping, which wereinsufficient in form and therefore a clear
violation of Section 5, Rule 7 of the 1997 Rulesof Civil Procedure.

We rule for petitioner.

Time and again, this Court has been faced with the issue of
the validity of the verification and certification of non-forum
shopping, absent any authority from the board of directors.

The power of a corporation to sue and be sued islodged in
the board of directors, which exercises its corporate powers.**
It necessarily followsthat “an individual corporate officer cannot
solely exercise any corporate power pertaining to the corporation
without authority from the board of directors.”*® Thus, physical
acts of the corporation, like the signing of documents, can be
performed only by natural personsduly authorized for the purpose
by corporate by-laws or by a specific act of the board of
directors.®

13 515 Phil. 579, 584 (2006).

14 Cebu Metro Pharmacy, Inc. v. Euro-Med Laboratories, Philippines,
Inc., G.R. No. 164757, 18 October 2010, 633 SCRA 320, 328.

15 1d. at 329.
16 shipside Incorporated v. Court of Appeals, 404 Phil. 981, 994 (2001).
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Consequently, averification signed without an authority from
the board of directorsis defective. However, the requirement
of verification is simply a condition affecting the form of the
pleading and non-compliance does not necessarily render the
pleading fatally defective.’” The court may in fact order the
correction of the pleading if verification is lacking or, it may
act on the pleading although it may not have been verified, where
it is made evident that strict compliance with the rules may be
dispensed with so that the ends of justice may be served.®

Respondent citesthis Court’ sruling in PAL v. FASAP,* where
we held that only individuals vested with authority by avalid
board resolution may sign a certificate of non-forum shopping
on behalf of a corporation. The petition is subject to dismissal
if acertification was submitted unaccompanied by proof of the
signatory’ sauthority.?® In anumber of cases, however, we have
recognized exceptions to this rule. Cagayan Valley Drug
Corporation v. Commissioner of Internal Revenue®! provides:

In aslew of cases, however, we have recognized the authority of
some corporate officers to sign the verification and certification
against forum shopping. In Mactan-Cebu International Airport
Authority v. CA, we recognized the authority of a general manager
or acting general manager to sign the verification and certificate
against forum shopping; in Pfizer v. Galan, we upheld the validity
of averification signed by an “employment specialist” who had not
even presented any proof of her authority to represent the company;
in Novelty Philippines, Inc., v. CA, weruled that a personnel officer
who signed the petition but did not attach the authority from the
company isauthorized to sign the verification and non-forum shopping
certificate; and in Lepanto Consolidated Mining Company v. WMC
Resources International Pty. Ltd. (Lepanto), we ruled that the

17 |d. at 994-995.
18 1d. at 995.
1% sypra note 13, at 582.

20 Cosco Philippines Shipping, Inc. v. Kemper Insurance Company,
G.R. No. 179488, 23 April 2012.

2l G.R. No. 151413, 13 February 2008, 545 SCRA 10, 18-19.
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Chairperson of the Board and President of the Company can sign
the verification and certificate against non-forum shopping even
without the submission of the board’s authorization.

In sum, we have held that the following officials or employees
of the company can sign theverification and certification without
need of a board resolution: (1) the Chairperson of the Board of
Directors, (2) the President of a corporation, (3) the General
Manager or Acting General Manager, (4) Personnel Officer, and
(5) an Employment Specialist in a labor case.

While the above cases do not provide a complete listing of
authorized signatories to the verification and certification required
by the rules, the determination of the sufficiency of the authority
was done on a case to case basis. The rationale applied in the
foregoing cases is to justify the authority of corporate officers
or representatives of the corporation to sign the verification or
certificate against forum shopping, being “in a position to verify
thetruthfulnessand correctnessof theallegationsin the petition.”
(Emphases supplied)

Given the present factual circumstances, wefind that theliberal
jurisprudential exception may be applied to this case.

A distinction between noncompliance and substantial
compliance with the requirements of a certificate of non-forum
shopping and verification as provided in the Rules of Court
must be made.? In this case, it is undisputed that the Petition
filed with the RTC was accompanied by a Verification and
Certification of Non-Forum Shopping signed by Ms. Beleno,
although without proof of authority from the board. However,
this Court finds that the belated submission of the Secretary’s
Certificate constitutes substantial compliance with Sections 4
and 5, Rule 7 of the 1997 Revised Rules on Civil Procedure.

A perusal of the Secretary’ s Certificate signed by petitioner’s
Corporate Secretary Rafael Khan and submitted to the RTC
shows that not only did the corporation authorize Ms. Beleno
to execute the required Verifications and/or Certifications of

2 Mediserv, Inc. v. Court of Appeals (Special Former 13" Division),
G.R. No. 161368, 5 April 2010, 617 SCRA 284, 296.
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Non-Forum Shopping, but it likewise ratified her act of filing
the Petition with the RTC. The Minutes of the Special Meeting
of the Board of Directors of petitioner-corporation on 19 May
2004 reads:

RESOLVED, that Tiarra T. Batilaran-Beleno, Finance Director
of the Corporation, be authorized, as she is hereby authorized and
empowered to represent, act, negotiate, sign, conclude and deliver,
for and in the name of the Corporation, any and all documents for
the application, prosecution, defense, arbitration, conciliation,
execution, collection, compromise or settlement of all local tax refund
cases pertaining to payments made to the City of Manila pursuant
to Section 21 of the Manila Revenue Code, as amended;

RESOLVED, FURTHER, that Tiarra T. Batilaran-Beleno be
authorized to execute Verifications and/or Certifications as to Non-
Forum Shopping of Complaints/Petitions that may be filed by the
Corporation in the above-mentioned tax-refund cases;

RESOLVED, FURTHER, that thepreviousinstitution by Tiarra
T. Batilaran-Beleno of tax refund cases on behalf of the
Corporation, specifically Civil CasesNos. 01-102074, 03-108163,
and, 04-109044, all titled “Swedish Match Philippines, Inc. v.
TheTreasurer of the City of Manila” and pendingin the Regional
Trial Court of Manila, aswell asher execution of the Verifications
and/or Certificationsasto Non-Forum Shoppingin thesetax refund
cases, are hereby, approved and ratified in all respects. (Emphasis
supplied)

Clearly, thisis not an ordinary case of belated submission
of proof of authority from the board of directors. Petitioner-
corporation ratified the authority of Ms. Beleno to represent it
in the Petition filed before the RTC, particularly in Civil Case
No. 03-108163, and consequently to sign the verification and
certification of non-forum shopping on behalf of the corporation.
Thisfact confirmsand affirms her authority and givesthis Court
all the more reason to uphold that authority.?

Additionally, it may be remembered that the Petition filed
with the RTC was a claim for a refund of business taxes. [t

2 gupra note 14, at 330-331.
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should be noted that the nature of the position of Ms. Beleno
asthe corporation’ s finance director/manager is relevant to the
determination of her capability and sufficiency to verify the
truthfulness and correctness of the allegations in the Petition.
A finance director/manager looks after the overall management
of the financial operations of the organization and is normally
in charge of financial reports, which necessarily include taxes
assessed and paid by the corporation. Thus, for this particular
case, Ms. Beleno, asfinance director, may be said to have been
in a position to verify the truthfulness and correctness of the
allegationsin the claim for arefund of the corporation’ s business
taxes.

In Mediserv v. Court of Appeals,® we said that a liberal
construction of the rules may beinvoked in situationsin which
there may be some excusable formal deficiency or error in a
pleading, provided that the invocation thereof does not subvert
the essence of the proceeding, but at |east connotes areasonable
attempt at compliancewith therules. After all, rules of procedure
are not to be applied in avery rigid, technical manner, but are
used only to help secure substantial justice.®

More importantly, taking into consideration the substantial
issue of this case, we find aspecial circumstance or compelling
reason to justify the relaxation of therule. Therefore, we deem
it morein accord with substantive justice that the case be decided
on the merits.

Double taxation

As to the substantive issues, petitioner maintains that the
enforcement of Section 21 of the Manila Revenue Code constitutes
doubletaxation in view of the taxes collected under Section 14
of the same code. Petitioner points out that Section 21 is not
in itself invalid, but the enforcement of this provision would
constitute double taxation if business taxes have already been
paid under Section 14 of the same revenue code. Petitioner further

24 supra note 22.
% 1d. at 296-297.
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argues that since Ordinance Nos. 7988 and 8011 have already
been declared null and void in Coca-Cola Bottlers Philippines,
Inc. v. City of Manila,? all taxes collected and paid on the
basis of these ordinances should be refunded.

Inturn, respondent argues that Sections 14 and 21 pertain to
two different objects of tax; thus, they are not of the same kind
and character so as to constitute double taxation. Section 14
is a tax on manufacturers, assemblers, and other processors,
while Section 21 appliesto businesses subject to excise, value-
added, or percentagetax. Respondent posits that under Section
21, petitioner is merely a withholding tax agent of the City of
Manila.

At the outset, it must be pointed out that the issue of double
taxation isnot novel, asit has already been settled by this Court
in The City of Manila v. Coca-Cola Bottlers Philippines, Inc.,?
in thiswise:

Petitioners obstinately ignore the exempting proviso in
Section 21 of Tax Ordinance No. 7794, to their own detriment.
Said exempting proviso was precisely included in said section so as
to avoid double taxation.

Double taxation means taxing the same property twice when it
should be taxed only once; that is, “taxing the same person twice
by the same jurisdiction for the same thing.” It is obnoxious when
the taxpayer is taxed twice, when it should be but once. Otherwise
described as*“ direct duplicate taxation,” the two taxes must be imposed
on the same subject matter, for the same purpose, by the same taxing
authority, within the same jurisdiction, during the same taxing period;
and the taxes must be of the same kind or character.

Using the af orementioned test, the Court finds that thereisindeed
doubletaxation if respondent issubjected tothetaxesunder both
Sections 14 and 21 of Tax Ordinance No. 7794, since these are
being imposed: (1) on the same subject matter —the privilege of
doing business in the City of Manila; (2) for the same purpose
—tomake persons conducting businesswithin the City of Manila

% 526 Phil. 249 (2006).
27 G.R. No. 181845, 4 August 2009, 595 SCRA 299.
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contribute to city revenues; (3) by the same taxing authority —
petitioner City of Manila; (4) within the sametaxingjurisdiction
— within the territorial jurisdiction of the City of Manila; (5)
for the same taxing periods — per calendar year; and (6) of the
same kind or character — a local business tax imposed on gross
sales or receipts of the business.

The distinction petitioners attempt to make between the taxes
under Sections 14 and 21 of Tax Ordinance No. 7794 is specious.
The Court revisits Section 143 of the LGC, the very source of the
power of municipalities and cities to impose a local business tax,
and to which any local business tax imposed by petitioner City of
Manila must conform. It is apparent from a perusal thereof that
when a municipality or city has already imposed a business tax
on manufacturers, etc. of liquors, distilled spirits, wines, and
any other article of commer ce, pursuant to Section 143(a) of the
L GC, said municipality or city may no longer subject the same
manufacturers, etc. to a businesstax under Section 143(h) of the
same Code. Section 143(h) may be imposed only on businesses
that are subject to excise tax, VAT, or percentage tax under the
NIRC, and that are “not otherwise specified in preceding
paragraphs.” In the same way, businesses such asrespondent’s,
already subject to a local business tax under Section 14 of Tax
Ordinance No. 7794 [which is based on Section 143(a) of the
L GC], can no longer be made liable for local business tax under
Section 21 of the same Tax Ordinance [which isbased on Section
143(h) of the LGC].2® (Emphases supplied)

Based on the foregoing reasons, petitioner should not have
been subjected to taxes under Section 21 of the Manila Revenue
Code for the fourth quarter of 2001, considering that it had
already been paying local business tax under Section 14 of the
same ordinance.

Further, we agree with petitioner that Ordinance Nos. 7988
and 8011 cannot be the basisfor the collection of business taxes.
In Coca-Cola,? this Court had the occasion to rule that Ordinance
Nos. 7988 and 8011 were null and void for failure to comply

28 1d. at 320-322.
2 supra note 26.
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with the required publication for three (3) consecutive days.
Pertinent portions of the ruling read:

It is undisputed from the facts of the case that Tax Ordinance
No. 7988 has already been declared by the DOJ Secretary, in its
Order, dated 17 August 2000, as null and void and without legal
effect due to respondents’ failure to satisfy the requirement that
said ordinance be published for three consecutive days as required
by law. Neither is there quibbling on the fact that the said Order
of the DOJ was never appealed by the City of Manila, thus, it had
attained finality after the lapse of the period to appeal.

Furthermore, the RTC of Manila, Branch 21, inits Decision dated
28 November 2001, reiterated the findings of the DOJ Secretary
that respondents failed to follow the procedure in the enactment of
tax measures as mandated by Section 188 of the Local Government
Code of 1991, in that they failed to publish Tax Ordinance No.
7988 for three consecutive days in a newspaper of local circulation.
From the foregoing, it is evident that Tax Ordinance No. 7988 is
null and void as said ordinance was published only for one day in
the 22 May 2000 issue of the Philippine Post in contravention of
the unmistakable directive of the Local Government Code of 1991.

Despite the nullity of Tax Ordinance No. 7988, the court a quo,
inthe assailed Order, dated 8 May 2002, went on to dismiss petitioner’s
case on the force of the enactment of Tax Ordinance No. 8011,
amending Tax Ordinance No. 7988. Significantly, said amending
ordinance was likewise declared null and void by the DOJ Secretary
in a Resolution, dated 5 July 2001, elucidating that “[I]nstead of
amending Ordinance No. 7988, [herein] respondent should have
enacted another tax measure which strictly complies with the
requirements of law, both procedural and substantive. The passage
of the assailed ordinance did not have the effect of curing the
defects of Ordinance No. 7988 which, anyway, does not legally
exist.” Said Resolution of the DOJ Secretary had, as well, attained
finality by virtue of the dismissal with finality by this Court of
respondents’ Petition for Review on Certiorari in G.R. No. 157490
assailing the dismissal by the RTC of Manila, Branch 17, of its
appeal due to lack of jurisdiction in its Order, dated 11 August
2003.%° (Emphasis in the original)

30 1d. at 260-261.
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Accordingly, respondent’ s assessment under both Sections
14 and 21 had no basis. Petitioner isindeed liableto pay business
taxes to the City of Manila; nevertheless, considering that the
former has already paid these taxes under Section 14 of the
Manila Revenue Code, it is exempt from the same payments
under Section 21 of the same code. Hence, payments made
under Section 21 must be refunded in favor of petitioner.

It is undisputed that petitioner paid business taxes based on
Sections 14 and 21 for the fourth quarter of 2001 in the total
amount of P470,932.21.% Therefore, it is entitled to a refund
of P164,552.04% corresponding to the payment under Section 21
of the Manila Revenue Code.

WHEREFORE, premises considered, the instant Petition
iSGRANTED. Accordingly, the Court of Tax Appeals En Banc
Decision dated 1 October 2007 and Resolution dated 14 January
2008 are REVERSED and SET ASIDE.

SO ORDERED.

Leonardo-de Castro, Bersamin, Villarama, Jr., and Reyes,
JJ., concur.

31 Respondent’s Answer filed with the RTC of Manila in Civil Case
No. 03108163, supra note 1, at 148.

32 Annex “C” of the Petition, id. at 91.
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THIRD DIVISION

[G.R. No. 183805. July 3, 2013]

JAMES WALTER P. CAPILI, petitioner, vs. PEOPLE

OF THE PHILIPPINES and SHIRLEY TISMO-
CAPILI, respondents.

SYLLABUS

1. CRIMINAL LAW,; BIGAMY; ELEMENTS OF THE

CRIME.— The elements of the crime of bigamy, therefore,
are: (1) the offender has been legally married; (2) the marriage
has not been legally dissolved or, in case his or her spouse is
absent, the absent spouse could not yet be presumed dead
according to the Civil Code; (3) that he contracts a second or
subsequent marriage; and (4) that the second or subsequent
marriage has all the essential requisites for validity. In the
present case, it appears that all the elements of the crime of
bigamy were present when the Information was filed on June
28, 2004.

2. 1D.; ID.; ID.; THE SUBSEQUENT JUDICIAL

DECLARATION OF THE SECOND MARRIAGE FOR
BEING BIGAMOUS IN NATURE DOES NOT BAR THE
PROSECUTION OF PETITIONER FOR THE CRIME OF
BIGAMY .— It is undisputed that a second marriage between
petitioner and private respondent was contracted on December
8, 1999 during the subsistence of avalid first marriage between
petitioner and KarlaY. Medina-Capili contracted on September
3, 1999. Notably, the RTC of Antipolo City itself declared the
bigamous nature of the second marriage between petitioner
and private respondent. Thus, the subsequent judicial declaration
of the second marriage for being bigamous in nature does not
bar the prosecution of petitioner for the crime of bigamy.
Jurisprudence is replete with cases holding that the accused
may still be charged with the crime of bigamy, even if there
isasubsequent declaration of the nullity of the second marriage,
so long as the first marriage was still subsisting when the
second marriage was celebrated. In Jarillo v. People, the Court
affirmed the accused’s conviction for bigamy ruling that the
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crime of bigamy is consummated on the celebration of the
subsequent marriage without the previous one having been
judicially declared null and void x x X. In like manner, the
Court recently upheld the ruling in the aforementioned case
and ruled that what makes a person criminally liable for bigamy
is when he contracts a second or subsequent marriage during
the subsistence of a valid first marriage. It further held that
the parties to the marriage should not be permitted to judge
for themselves its nullity, for the same must be submitted to
the judgment of competent courts and only when the nullity
of the marriage is so declared can it be held as void, and so
long as there is no such declaration the presumption is that
the marriage exists. Therefore, he who contracts a second
marriage before the judicial declaration of the first marriage
assumes the risk of being prosecuted for bigamy. Finally, itis
asettled rulethat the criminal culpability attachesto the offender
upon the commission of the offense, and from that instant,
liability appendsto him until extinguished as provided by law.
It is clear then that the crime of bigamy was committed by
petitioner from the time he contracted the second marriage
with private respondent. Thus, the finality of the judicial
declaration of nullity of petitioner’s second marriage does not
impede the filing of a criminal charge for bigamy against him.

APPEARANCES OF COUNSEL

Virgilio M. Capili for petitioner.
The Solicitor General for public respondent.
Marcelo Rempillo, Jr. for private respondent.

DECISION
PERALTA, J.:

Before us is a Petition for Review on Certiorari under
Rule 45 of the Rules of Court seeking the reversal of the Decision®

! Penned by Associate Justice Celia C. Librea-Leagogo, with Associate
Justices Regalado E. Maambong and Sixto C. Marella, Jr., concurring;
rollo, pp. 44-54.
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dated February 1, 2008 and Resol ution? dated July 24, 2008 of
the Court of Appeals (CA) in CA-G.R. CR No. 30444.

The factual antecedents are as follows:

On June 28, 2004, petitioner was charged with the crime of
bigamy before the Regional Trial Court (RTC) of Pasig City in
an Information which reads:

On or about December 8, 1999, in Pasig City, and within the
jurisdiction of this Honorable Court, the accused being previously
united in lawful marriage with Karla'Y. Medina-Capili and without
said marriage having been legally dissolved or annulled, did then
and there willfully, unlawfully and feloniously contract a second
marriage with Shirley G. Tismo, to the damage and prejudice of
the latter.

Contrary to law.3

Petitioner thereafter filed a Motion to Suspend Proceedings
alleging that: (1) thereisapending civil casefor declaration of
nullity of the second marriage before the RTC of Antipolo City
filed by KarlaY. Medina-Capili; (2) in the event that the marriage
isdeclared null and void, it would excul pate him from the charge
of bigamy; and (3) the pendency of thecivil casefor thedeclaration
of nullity of the second marriage servesasaprejudicial question
in the instant criminal case.

Consequently, the arraignment and pre-trial were reset by
the RTC of Pasig City, in view of the filing of the Motion to
Suspend Proceedings filed by petitioner.

Intheinterim, the RTC of Antipolo City rendered a decision
declaring the voidness or incipient invalidity of the second
marriage between petitioner and private respondent on the ground
that a subsequent marriage contracted by the husband during
the lifetime of the legal wife is void from the beginning.

Thereafter, the petitioner accused filed his Manifestation and
Motion (to Dismiss) praying for the dismissal of the criminal

2 1d. at 56-57.
3 Records, p. 1.
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case for bigamy filed against him on the ground that the second
marriage between him and private respondent had already been
declared void by the RTC.

In an Order* dated July 7, 2006, the RTC of Pasig City granted
petitioner’s Manifestation and Motion to Dismiss, to wit:

The motion is anchored on the allegation that this case should
be dismissed as a decision dated December 1, 2004 had already
been rendered by the Regional Trial Court of Antipolo City,
Branch 72 in Civil Case No. 01-6043 (entitled: “Karla Medina-
Capili versus James Walter P. Capili and Shirley G. Tismo,” a case
for declaration of nullity of marriage) nullifying the second marriage
between James Walter P. Capili and Shirley G. Tismo and said decision
is already final.

In the opposition filed by the private prosecutor to the motion,
it was stated, among others, that the issues raised in the civil case
arenot similar or intimately related to theissuein this above-captioned
case and that the resolution of the issues in said civil case would
not determine whether or not the criminal action may proceed.

WHEREFORE, after a judicious evaluation of the issue and
arguments of the parties, this Court is of the humble opinion that
there is merit on the Motion to dismiss filed by the accused as it
appears that the second marriage between James Walter P. Capili
and Shirley G. Tismo had already been nullified by the Regional
Trial Court, Branch 72 of Antipolo City which has declared “the
voidness, non-existent or incipient invalidity” of the said second
marriage. As such, this Court submits that there is no more bigamy
to speak of.

SO ORDERED.

Aggrieved, private respondent filed an appeal before the CA.

Thus, in aDecision® dated February 1, 2008, the CA reversed
and set aside the RTC’s decision. The fallo reads:

WHEREFORE, premises considered, the Order dated 07 July
2006 of the Regional Trial Court of Pasig City, Branch 152 in Crim.

4 Rollo, p. 58.
51d. at 44-54.
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Case No. 128370 is REVERSED and SET ASIDE. The case is
remanded to the trial court for further proceedings. No costs.

SO ORDERED.®

Petitioner then filed a Motion for Reconsideration against
said decision, but the same was denied in a Resolution’” dated
July 24, 2008.

Accordingly, petitioner filed the present petition for review
on certiorari alleging that:

1.

THERE IS NO LEGAL BASIS FOR THE COURT OF
APPEALSTO DISREGARD EXISTING JURISPRUDENCE
PRONOUNCED BY THIS HONORABLE SUPREME
COURT AND TO REVERSE THE ORDER DATED JULY
7, 2006 OF THE TRIAL COURT (REGIONAL TRIAL
COURT, PASIG CITY, BRANCH 152) ISSUED IN
CRIMINAL CASE NO. 128370 GRANTING THEMOTION
TO DISMISS THE CASE OF BIGAMY AGAINST
PETITIONER, INASMUCH AS THE ISSUANCE OF THE
SAID ORDER IS BASED ON THE FINDINGS AND/OR
FACTS OF THE CASE IN THE DECISION OF THE
REGIONAL TRIAL COURT OF ANTIPOLO CITY,
BRANCH 72, IN CIVIL CASE NO. 01-6043 AND THE
CONCLUDING AND DISPOSITIVE PORTION IN THE
SAID DECISION WHICH STATES THAT, AFTER
PERUSAL OF THE EVIDENCE ON RECORD AND THE
TESTIMONIES OF WITNESSES X x X, THE MARRIAGE
BETWEEN PETITIONER JAMES WALTER P. CAPILI
AND PRIVATE RESPONDENT SHIRLEY G. TISMO, IS
HEREBY NULL AND VOID.

THE COURT OF APPEALS GRAVELY ERRED AND
ABUSED ITSDISCRETION AMOUNTING TO LACK OF
JURISDICTION INHOLDING THAT THEDECLARATION
OF NULLITY OF MARRIAGE BETWEEN PETITIONER
JAMES WALTER P. CAPILI AND SHIRLEY G. TISMO
BY THEREGIONAL TRIAL COURT OF ANTIPOLOCITY,
BRANCH 72 IN ITS DECISION IN CIVIL CASE NO.

6 1d. at 52. (Emphasis in the original)
" 1d. at 56-57.
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01-6043, ISON THE GROUND THAT IT ISBIGAMOUS
IN NATURE, DESPITE THE ABSENCE OF ANY SUCH
FINDINGS OR FACTS ON WHICH IT IS BASED IN
VIOLATION OF ARTICLE VIII, SECTION 14 OF THE
1987 CONSTITUTION, AND IN CONCLUDING THAT
THE SAID DECLARATION OF NULLITY OF MARRIAGE
ISNOT A GROUND FOR DISMISSAL OF THE BIGAMY
CASE AGAINST THE PETITIONER, WHICH RULING
ISNOT IN ACCORDANCE WITH THE FACTS OF THE
CASE OF THE SAID DECISION AND WHICH IS
CONTRARY TO APPLICABLE LAWS AND
ESTABLISHED JURISPRUDENCE.

3. THE CASE OF TENEBRO V. COURT OF APPEALS
SPEAKS FOR ITSELF. IT IS AN EXCEPTION
TO EXISTING JURISPRUDENCE INVOLVING
DECLARATION OF NULLITY OF MARRIAGE AND IS
APPLICABLE ONLY TO THE SET OF FACTS IN THE
SAID CASE, AND THE GROUND FOR DECLARATION
OF NULLITY OF MARRIAGE IS PSYCHOLOGICAL
INCAPACITY, HENCE, THERE IS NO LEGAL BASIS
FOR ABANDONING EXISTING JURISPRUDENCE AS
WHERE IN THE INSTANT CASE THE GROUND FOR
DECLARATION OF NULLITY OF MARRIAGE IS
VIOLATIVEOFARTICLE3IN RELATION TOARTICLE
4 OF THE FAMILY CODE.

4. THE COURT OF APPEALS GRAVELY ERRED IN NOT
HOLDING THAT THE USE BY RESPONDENT SHIRLEY
G. TISMO OF THE SURNAME “CAPILI” IS ILLEGAL
INASMUCH AS THE DECISION OF THE REGIONAL
TRIAL COURT OF ANTIPOLO CITY, BRANCH 72 IN
CIVIL CASENO. 01-6043 DECLARING NULL AND VOID
THE MARRIAGE BETWEEN JAMESWALTER P. CAPILI
AND SHIRLEY G. TISMO HAD LONG BECOME FINAL
AND UNAPPEALABLEASOF THEDATE OF THE SAID
DECISION ON DECEMBER 1, 2004 AND DULY
RECORDED IN THE RECORDS OF ENTRIES IN THE
CORRESPONDING BOOK IN THE OFFICE OF THE CIVIL
REGISTRAR OF PASIG CITY AND THE NATIONAL
STATISTICS OFFICE.®

8 1d. at 20.
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In essence, theissueiswhether or not the subsequent declaration
of nullity of the second marriage is a ground for dismissal of
the criminal case for bigamy.

We rulein the negative.

Article 349 of the Revised Penal Code defines and penalizes
the crime of bigamy as follows:

Art. 349. Bigamy. — The penalty of prision mayor shall be imposed
upon any person who shall contract a second or subsequent marriage
before the former marriage has been legally dissolved, or before the
absent spouse has been declared presumptively dead by means of a
judgment rendered in the proper proceedings.

The elements of the crime of bigamy, therefore, are: (1) the
offender has been legally married; (2) the marriage has not been
legally dissolved or, in case his or her spouse is absent, the
absent spouse could not yet be presumed dead according to the
Civil Code; (3) that he contracts a second or subsequent marriage;
and (4) that the second or subsequent marriage hasall the essential
requisites for validity.®

In the present case, it appears that all the elements of the
crime of bigamy were present when the Information was filed
on June 28, 2004.

It is undisputed that a second marriage between petitioner
and private respondent was contracted on December 8, 1999
during the subsistence of avalid first marriage between petitioner
and KarlaY. Medina-Capili contracted on September 3, 1999.
Notably, the RTC of Antipolo City itself declared the bigamous
nature of the second marriage between petitioner and private
respondent. Thus, the subsequent judicial declaration of the second
marriagefor being bigamousin nature does not bar the prosecution
of petitioner for the crime of bigamy.

Jurisprudence is replete with cases holding that the accused
may still be charged with the crime of bigamy, even if thereis
a subsequent declaration of the nullity of the second marriage,

9 Mercado v. Tan, 391 Phil. 809, 818-819 (2000).
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so long asthefirst marriage was still subsisting when the second
marriage was celebrated.

In Jarillo v. People,® the Court affirmed the accused’s
conviction for bigamy ruling that the crime of bigamy is
consummated on the celebration of the subsequent marriage
without the previous one having been judicially declared null
and void, viz.:

The subsequent judicial declaration of the nullity of the first
marriage was immaterial because prior to the declaration of
nullity, the crime had already been consummated. Moreover,
petitioner’s assertion would only delay the prosecution of bigamy
cases considering that an accused could simply file a petition to
declare his previous marriage void and invoke the pendency of that
action as a prejudicial question in the criminal case. We cannot
allow that.

The outcome of the civil case for annulment of petitioner’s
marriage to [private complainant] had no bearing upon the
determination of petitioner’sinnocence or guilt in the criminal
case for bigamy, because all that is required for the charge of
bigamy to prosper isthat the first marriage be subsisting at the
time the second marriage is contracted.

Thus, under the law, amarriage, even onewhichisvoid or voidable,
shall be deemed valid until declared otherwiseinajudicial proceeding.
In this case, even if petitioner eventually obtained a declaration
that his first marriage was void ab initio, the point is, both the first
and the second marriage were subsisting before the first marriage
was annulled.*

In like manner, the Court recently upheld the ruling in the
aforementioned case and ruled that what makesaperson criminally
liable for bigamy is when he contracts a second or subsequent
marriage during the subsistence of a valid first marriage. It
further held that the partiesto the marriage should not be permitted
to judgefor themselvesitsnullity, for the same must be submitted
to the judgment of competent courts and only when the nullity

10 G.R. No. 164435, September 29, 2009, 601 SCRA 236.
1 1d. at 245-246. (Emphasis in the original.)
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of the marriage is so declared can it be held as void, and so
long as there is no such declaration the presumption isthat the
marriage exists. Therefore, he who contracts a second marriage
beforethejudicial declaration of the first marriage assumesthe
risk of being prosecuted for bigamy.'?

Finally, itisasettled rulethat the criminal culpability attaches
to the offender upon the commission of the offense, and from
that instant, liability appendsto him until extinguished as provided
by law.2 It isclear then that the crime of bigamy was committed
by petitioner from the time he contracted the second marriage
with private respondent. Thus, the finality of the judicial
declaration of nullity of petitioner’s second marriage does not
impede the filing of acriminal charge for bigamy against him.

WHEREFORE, premises considered, the petitionisDENIED.
The Decision dated February 1, 2008 and Resolution dated July
24, 2008 of the Court of Appealsin CA-G.R. CR No. 30444
are hereby AFFIRMED.

SO ORDERED.

Velasco, Jr. (Chairperson), Abad, Mendoza, and Leonen,
JJ., concur.

2 Merlinda Cipriano Montafiez v. Lourdes Tajolosa Cipriano, G.R.
No. 181089, October 22, 2012.

13 Teves v. People, G.R. No. 188775, August 24, 2011, 656 SCRA 307,
314.
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FIRST DIVISION
[G.R. No. 184622. July 3, 2013]

PHILIPPINE OVERSEAS TELECOMMUNICATIONS
CORPORATION (POTC) and PHILIPPINE
COMMUNICATIONSSATELLITE CORPORATION
(PHILCOMSAT), petitioners, vs. VICTOR AFRICA,
ERLINDA |I. BILDNER, SYLVIA K. ILUSORIO,
HONORIO POBLADOR |11, VICTORIA C. DELOS
REYES, JOHN BENEDICT SIOSON, and JOHN/
JANE DOES, respondents.

[G.R. Nos. 184712-14. July 3, 2013]

PHILIPPINE OVERSEAS TELECOMMUNICATIONS
CORPORATION (POTC) and PHILIPPINE
COMMUNICATIONSSATELLITE CORPORATION
(PHILCOMSAT), petitioners, vs. HON. JENNY LIN
ALDECOA-DELORINO, PAIRING JUDGE OF THE
REGIONAL TRIAL COURT OF MAKATI CITY-
BRANCH 138, VICTOR AFRICA, purportedly
representing PHILCOM SAT, and JOHN/JANE DOES,
respondents.

[G.R. No. 186066. July 3, 2013]

PHILCOMSAT HOLDINGSCORPORATION, represented
by CONCEPCION POBLADOR, petitioner, vs.
PHILIPPINE COMMUNICATIONS SATELLITE
CORPORATION (PHILCOMSAT), represented by
VICTOR AFRICA, respondent.

[G.R. No. 186590. July 3, 2013]

PHILCOMSAT HOLDINGSCORPORATION, represented
by ERLINDA |. BILDNER, petitioner, vs.
PHILCOMSAT HOLDINGS CORPORATION,
represented by ENRIQUE L. LOCSIN, respondent.
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SYLLABUS

1. MERCANTILE LAW; CORPORATIONS; SECURITIES

REGULATION CODE (R.A. NO. 8799); INTRA-
CORPORATE DISPUTES; THE REGIONAL TRIAL
COURT (BRANCH 138) HAD JURISDICTION OVER THE
ELECTION CONTEST BETWEEN THE ILLUSORIO-
AFRICA GROUP AND NIETO-LOCSIN GROUPSWHICH
INVOLVED INTRA-CORPORATE CONTROVERSIES
AMONG THE STOCKHOLDERS AND OFFICERS OF
THE CORPORATIONS.— Both Civil Case No. 04-1049 of
the RTC (Branch 138) in Makati City and SB Civil Case No.
0198 of the Sandiganbayan involved intra-corporate
controversies among the stockholders and officers of the
corporations. It is settled that there is an intra-corporate
controversy when the dispute involves any of the following
relationships, to wit: (a) between the corporation, partnership
or association and the public; (b) between the corporation,
partnership or association and the State in so far asitsfranchise,
permit or license to operate is concerned; (c) between the
corporation, partnership or association and its stockholders,
partners, members or officers; and (d) among the stockholders,
partners or associates themselves. Consequently, we agree with
the CA’ s consolidated decision promulgated on September 30,
2008 that the RTC (Branch 138), not the Sandiganbayan, had
jurisdiction because Civil Case No. 04-1049 did not involve
a sequestration-related incident but an intra-corporate
controversy. Originally, Section 5 of Presidential Decree (P.D.)
No. 902-A vested the original and exclusive jurisdiction over
cases involving the following in the SEC, to wit: x x x (b)
Controversiesarising out of intra-corporate or partnership
relations, between and among stockholders, members or
associates; between any or all of them and the corporation,
partnership or association of which they are stockholders,
members or associates, respectively; and between such
corporation, partnership or association and the State insofar
asit concernstheir individual franchise or right as such entity;
(c) Controversiesin the election or appointment of directors,
trustees, officer s or managers of such cor porations, partnership
or associations; x x x Upon the enactment of Republic Act
No. 8799 (The Securities Regulation Code), effective on
August 8, 2000, the jurisdiction of the SEC over intra-corporate
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controversies and the other cases enumerated in Section 5 of
P.D. No. 902-A was transferred to the Regional Trial Court
pursuant to Section 5.2 of the law. x x X To implement Republic
Act No. 8799, the Court promulgated its resolution of
November 21, 2000 in A.M. No. 00-11-03-SC designating
certain branches of the RTC to try and decide the cases
enumerated in Section 5 of P.D. No. 902-A. Among the RTCs
designated as special commercial courts was the RTC (Branch
138) in Makati City, the trial court for Civil Case No. 04-
1049. On March 13, 2001, the Court adopted and approved
the Interim Rules of Procedure for Intra-Corporate
Controversies under Republic Act No. 8799 in A.M. No. 01-
2-04-SC, effective on April 1, 2001, whose Section 1 and
Section 2, Rule 6 state: Section 1. Cases covered. — The
provisions of thisrule shall apply to election contestsin stock
and non-stock corporations. Section 2. Definition. — An election
contest refers to any controversy or dispute involving title
or claimto any elective officein astock or non-stock corporation,
the validation of proxies, the manner and validity of elections,
and the qualifications of candidates, including the proclamation
of winners, to the office of director, trustee or other officer
directly elected by the stockholders in a close corporation or
by members of a non-stock corporation where the articles of
incorporation or by-laws so provide. Conformably with Republic
Act No. 8799, and with the ensuing resolutions of the Court
on the implementation of the transfer of jurisdiction to the
Regional Trial Court, the RTC (Branch 138) in Makati had
the authority to hear and decide the election contest between
the parties herein. There should be no disagreement that
jurisdiction over the subject matter of an action, being conferred
by law, could neither be altered nor conveniently set aside by
the courts and the parties.

2. ID.; ID.; ID.; SECTION 2 OF EXECUTIVE ORDER NO. 14
HAD NO APPLICATION HEREIN SIMPLY BECAUSE
THE SUBJECT MATTER INVOLVED IS AN INTRA-
CORPORATE CONTROVERSY AND NOT ANY
INCIDENTS ARISING FROM, INCIDENTAL TO, OR
RELATED TO ANY CASE INVOLVING ASSETSWHOSE
NATURE ASILL-GOTTEN WEALTH WASYET TO BE
DETERMINED.— Section 2 of Executive Order No. 14 had
no application herein simply because the subject matter involved
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was an intra-corporate controversy, not any incident arising
from, incidental to, or related to any case involving assets
whose nature as ill-gotten wealth was yet to be determined. In
San Miguel Corporation v. Kahn, the Court held that: x X x
Delos Angeles’ complaint, in fine, is confined to the issue of
the validity of the assumption by the corporation of the
indebtedness of Neptunia Co., Ltd., allegedly for the benefit
of certain of its officers and stockholders, an issue evidently
distinct from, and not even remotely requiring inquiry into
the matter of whether or not the 33,133,266 SMC shares
sequestered by the PCGG belong to Marcos and his cronies or
dummies (on which, issue, asalready pointed out, delos Angeles,
in common with the PCGG, had in fact espoused the affirmative).
Delos Angeles' dispute, as stockholder and director of SMC,
with other SMC directors, an intra-cor porateone, to besure,
isof no concern to the Sandiganbayan, having no relevance
whatever to the ownership of the sequestered stock. The
contention, therefore, that in view of thisCourt’sruling as
regards the sequestered SM C stock above adverted to, the
SEC hasnojurisdiction over the delos Angeles complaint,
cannot be sustained and must be rejected. The dispute
concerns acts of the board of directors claimed to amount to
fraud and misrepresentation which may be detrimental to the
interest of the stockholders, or is one arising out of intra-
corporate relations between and among stockholders, or
between any or all of them and the corporation of which
they are stockholders.

3. REMEDIAL LAW; SANDIGANBAYAN; THE JURISDICTION

OF THE SANDIGANBAYAN HASBEEN HELD NOT TO
EXTEND TO EVEN A CASE INVOLVING A
SEQUESTERED COMPANY NOTWITHSTANDING
THAT THE MAJORITY MEMBERS OF THE BOARD
OF DIRECTORS WERE PCGG NOMINEES.— The
jurisdiction of the Sandiganbayan has been held not to extend
even to acaseinvolving asequestered company notwithstanding
that the majority of the members of the board of directorswere
PCGG nominees. The Court marked this distinction clearly
in Holiday Inn (Phils.), Inc. v. Sandiganbayan, holding thusly:
X X X Likewise the Sandiganbayan correctly denied
jurisdiction over the proposed complaint-in-intervention.
The original and exclusive jurisdiction given to the
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Sandiganbayan over PCGG cases pertainsto (a) casesfiled
by the PCGG, pursuant to the exercise of its powers under
Executive Order Nos. 1, 2 and 14. asamended by the Office
of the President, and Article XVIII, Section 26 of the
Constitution, i.e., where the principal cause of action is
the recovery of ill-gotten wealth, as well as all incidents
arising from, incidental to, or related to such cases and (b)
cases filed by those who wish to question or challenge the
commission’s acts or orders in such cases. Evidently,
petitioner’s proposed complaint-in-intervention is an
ordinary civil case that does not pertain to the
Sandiganbayan. As the Solicitor General stated, the
complaint is not directed against PCGG as an entity, but
against a private corporation, in which caseit is not per se,
a PCGG case. In the cases now before the Court, what are
sought to be determined are the propriety of the election of a
party as a Director, and his authority to act in that capacity.
Such issues should be exclusively determined only by the RTC
pursuant to the pertinent law on jurisdiction because they did
not concern the recovery of ill-gotten wealth.

4. REMEDIAL LAW; INTERIM RULESOF PROCEDURE FOR
INTRA-CORPORATE CONTROVERSIES; LACK OF
PRE-TRIAL IS NOT FATAL IN INTRA-CORPORATE
ELECTION CASES.— Under Section 4 of Rule 6 (Election
Contests) of the Interim Rules of Procedure for Intra-
Corporate Controversies, which took effect on April 1, 2001
(A.M. No. 01-2-04-SC), issued pursuant to Republic Act
No. 8799, the trial court, within two days from the filing of
the complaint, may outrightly dismiss the complaint upon a
consideration of the allegations thereof if the complaint is not
sufficient in form and substance, or, if the complaint is sufficient,
may order the issuance of summons which shall be served,
together with a copy of the complaint, on the defendant within
two days from its issuance. Should it find the need to hold a
hearing to clarify specific factual matters, the trial court shall
set the case for hearing, and the hearing shall be completed
not later than 15 days from the date of the first hearing. The
trial court is mandated to render a decision within 15 days
from receipt of the last pleading, or from the date of the last
hearing, as the case may be. The CA correctly pointed out
that Rule 6 nowhere required that the RTC acting as a special
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commercial court should first conduct a pre-trial conference
beforeit could render itsjudgment in a corporate el ection contest.
Hence, the RTC (Branch 138) in Makati properly heard the
case of annulment of the election with dispatch in accordance
with the guidelines set in the resolution in A.M. No. 01-2-04-
SC. With the requirements of due process having been served,
no defect infirmed the RTC's ruling to set aside the election,
and to oust those illegally elected.

5. ID.; ID.; THE REGIONAL TRIAL COURT (BRANCH 138)

RETAINED ITSJURISDICTION OVER THE CASE THAT
WAS RIPE FOR ADJUDICATION DESPITE THE
COURT'SREVOCATION OF ITSDESIGNATION AS A
SPECIAL COMMERCIAL COURT.— Whileit istrue that
this Court meanwhile revoked on June 27, 2006 the designation
of the RTC (Branch 138) to act as a special commercial court,
through the resolution in A.M. No. 03-3-03-SC, the RTC
(Branch 138) did not thereafter become bereft of the jurisdiction
to decide the controversy because of the exception expressly
stated in the resolution in A.M. No. 03-3-03-SC itself, to wit:
X X X Upon the effectivity of this designation, all commercial
cases pending before Branches 138 and 61 shall be transferred
to RTC, Branch 149, Makati City, except those which are
already submitted for decision, which cases shall be decided
by the acting presiding judges thereat. x x x. Contrary to
the assertion of the Nieto-PCGG group, the foregoing provision
did not require the issuance of any special order stating that
the case was already submitted for decision. It was sufficient,
given the summary nature of intra-corporate controversies,
especially election contests, that thetrial court was done collating
all the evidence from the pleadings (i.e., pleadings, affidavits,
documentary and other evidence attached thereto, and the
answers of the witnesses to the clarificatory questions of the
court given during the hearings), if deemed sufficient, or from
the clarificatory hearings, if conducted. The purpose of the
exception isto obviate the repetition of the gathering of evidence.
It is clear from Section 9 of Rule 6 that after the collation of
evidence, the only thing that remains is for the RTC to render
its decision without issuing a special order declaring the case
submitted for decision, viz: Section 9. Decision. — The Court
shall render a decision within fifteen (15) days from receipt
of the last pleading, or from the date of the last hearing, as
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the case may be. The decision shall be based on the pleadings,
affidavits, documentary and other evidence attached thereto
and the answers of the witnesses to the clarificatory questions
of the court given during the hearings.

6. ID.; ID.; ID.; ID.; DOCTRINE OF STARE DECISISET NON
QUIETA MOVERE; JUSTIFIED THE APPLICATIONTO
CIVIL CASE NO. 04-1049 OF THE COURT’'S RULING
IN G.R.NO. 141796 AND G.R. NO. 141804 INVALIDATING
THE PHILCOMSAT HOLDINGSCORPORATIONS(PHC)
ELECTIONS CONDUCTED BY THE NIETO-PCGG
GROUP.— It was not the principle of resjudicata, as claimed
by the Nieto-PCGG Group, that justified the application to
Civil Case No. 04-1049 of the Court’srulingin G.R. No. 141796
and G.R. No. 141804 invalidating the PHC el ections conducted
by the Nieto-PCGG Group, but rather the doctrine of stare
decisis et non quieta movere, which means “to adhere to
precedents, and not to unsettle things which are established.”
Under the doctrine of stare decisis, when the Court has once
laid down a principle of law as applicable to a certain state of
facts, the courts will adhere to that principle, and apply it to
all future cases in which the facts are substantially similar,
regardless of whether the parties and property involved are
the same. The doctrine of stare decisisis based upon the legal
principle or rule involved, not upon the judgment that results
therefrom. Itisin this particular sense that stare decisis differs
from res judicata, because res judicata is based upon the
judgment. The doctrine of stare decisis is grounded on the
necessity for securing certainty and stability injudicial decisions.

7. 1D.; 1D.; ID.; ID.; PROPER MODE OF APPEAL IN INTRA-
CORPORATE CASES IS BY PETITION FOR REVIEW
UNDER RULE 43 OF THE RULES OF COURT.— While
it istrue that judicial decisions should be given a prospective
effect, such prospectivity did not apply to the June 15, 2005
ruling in G.R. No. 141796 and G.R. No. 141804 because the
ruling did not enunciate a new legal doctrine or change the
interpretation of the law as to prejudice the parties and undo
their situations established under an old doctrine or prior
interpretation. Indeed, the ruling only affirmed the compromise
agreement consummated on June 28, 1996 and approved by
the Sandiganbayan on June 8, 1998, and accordingly
implemented through the cancellation of the sharesin the names
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of IRC and MLDC and their registration in the names of Atty.
[lusorio to the extent of 673 shares, and of the Republic to the
extent of 4,727 shares. In a manner of speaking, the decision
of the Court in G.R. No. 141796 and G.R. No. 141804
promulgated on June 15, 2005 declared the compromise
agreement valid, and such validation properly retroacted to
the date of the judicial approval of the compromise agreement
on June 8, 1998. Consequently, although the assailed elections
were conducted by the Nieto-PCGG group on August 31, 2004
but the ruling in G.R. No. 141796 and G.R. No. 141804 was
promulgated only on June 15, 2005, the ruling was the legal
standard by which the issuesraised in Civil Case No. 04-1049
should be resolved.

8. ID.; SPECIAL CIVIL ACTIONS; CONTEMPT; PETITION

FOR CONTEMPT AGAINST RESPONDENT BILDNER
HAD NO BASIS; THE POWER TO PUNISH CONTEMPT
SHOULD BE EXERCISED ON THE PRESERVATIVE,
NOT ON THE VINDICTIVE PRINCIPLE.— Thefiling by
Bildner and her counsel Atty. Manzanal of the complaint for
perjury against Locsin and his counsel Atty. Labastillain the
Office of the City Prosecutor of Manila did not amount to
unlawful interference with the processes of the CA. There is
no denying that Bildner was within her right as a party in
interest in the proceedings then pending in the CA to bring
the perjury charge against Locsin and his counsel for their
failure to aver in the certification against forum shopping
attached to the petition for certiorari in C.A.-G.R. SP No.
98399 of the pendency of another petition in C.A.-G.R. SP
No. 98087 despite their knowledge thereof. Her complaint for
perjury could really be dealt with by the Office of the City
Prosecutor of Manila independently from any action the CA
would take on the issue of forum shopping. As such, the filing
of the complaint did not interfere with the CA’ s authority over
the petition in C.A.-G.R. SP No. 98399. In this regard, we
deem to be appropriate to reiterate what the Court said on the
nature of contempt of court in Lorenzo Shipping Corporation
v. Distribution Management Association of the Philippines,
viz. Misbehavior means something more than adverse comment
or disrespect. There is no question that in contempt the intent
goes to the gravamen of the offense. Thus, the good faith, or
lack of it, of the alleged contemnor should be considered. Where
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the act complained of is ambiguous or does not clearly show
on its face that it is contempt, and is one which, if the party
is acting in good faith, is within his rights, the presence or
absence of a contumacious intent is, in some instances, held
to be determinative of its character. A person should not be
condemned for contempt where he contends for what he believes
to be right and in good faith institutes proceedings for the
purpose, however erroneous may be his conclusion as to his
rights. To constitute contempt, the act must be done willfully
and for an illegitimate or improper purpose. Nonetheless, the
Court states that the power to punish for contempt is inherent
in all courts, and is essential to the preservation of order in
judicial proceedings and to the enforcement of judgments, orders,
and mandates of the court, and ultimately, to the due
administration of justice. But such power should be exercised
on the preservative, not on the vindictive, principle. Only in
cases of clear and contumacious refusal to obey should the
power be exercised. Such power, being drastic and extraordinary
in its nature, should not be resorted to unless necessary in the
interest of justice.

9. ID.; PROVISIONAL REMEDIES; PRELIMINARY
INJUNCTION; RESPONDENT BILDNER’'S GROUP IS
ENTITLED TO INJUNCTIVE RELIEF BECAUSE OF THE
INDUBITABILITY OF ITSSTANDING ASA PARTY IN
INTEREST, SHOWED A CLEAR AND UNMISTAKABLE
RIGHT TO BE PROTECTED.— Concerning the propriety
of theissuance of the WPI to enjoin BPI from letting the Locsin
Group withdraw funds or transact with BPI on PHC’ s deposits,
the Court finds that the Bildner Group as the applicant had a
right in esse to be protected by the injunctive relief. A right
that isin esseisaclear and unmistakable right to be protected,
and is one founded on or granted by law or is enforceable as
amatter of law. The Bildner Group, because of the indubitability
of its standing as a party in interest, showed a clear and
unmistakable right to be protected. In granting the Bildner
Group’s application for the WPI, the RTC (Branch 62)
emphasized the peculiarities of the case. Apparently, the Bildner
Group relied on the fact that their election to the PHC Board
of Directors was implemented and executed even prior to the
WHPI issued by the CA to stop the RTC (Branch 138) from
implementing itsdecision in Civil Case No. 04-1049. Theright
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10. 1

that the Bildner Group relied on in seeking the execution of
the decision was enforceable as amatter of law, for it emanated
from the validly issued decision that wasimmediately executory
under the pertinent rule. On the other hand, the TRO and
WHPI the CA issued in C.A.-G. R. SP No. 98399 could not and
did not have any restraining effect on the immediately executory
nature of the decision rendered in Civil Case No. 04-1049,
because the matter had been brought to the CA through the
wrong remedy. Considering that the Bildner Group’s clear
right to an injunctive relief was established, coupled with the
affirmance of the consolidated decision of the CA upholding
the validity of the July 28, 2004 election of the Bildner Group
as Directors and Officers of PHC, the decision promulgated
in C.A.-G.R. SPNo. 102437 to the effect that Bildner’ s standing
as a party-in-interest was unclear, and that she failed to show
a clear and unmistakable right to be protected by the writ of
injunction, lost its ground. Accordingly, the reversal of the
decision promulgated in C.A.-G.R. SP No. 102437, and the
reinstatement of the WPI issued against BPI by the RTC
(Branch 62) in Civil Case No. 07-840 are in order.

D.; ID.; ID.; THE SUPREME COURT, NOT BEING A
TRIER OF FACTS, WILL NOT RE-EXAMINE THE
EVIDENCE.— Theinsistence by POTC and PHC (Nieto Group)
that the RTC’ sdecision in Civil Case No. 04-1049 was contrary
to the facts and the evidence lacks merit. The Court is not a
trier of facts, and thus should not reexamine the evidence in
order to determine whether the facts were as POTC and PHC
(Nieto Group) now insist they were. The Court must respect
the findings of the CA sustaining the factual findings of the
RTC in Civil Case No. 04-1049. As a rule, the findings of
fact by the CA are not reviewed on appeal, but are binding
and conclusive. The reason for this has been well stated in
J.R. Blanco v. Quasha: To begin with, this Court is not a
trier of facts. It is not its function to examine and determine
the weight of the evidence supporting the assailed decision.
In Philippine Airlines, Inc. vs. Court of Appeals (275 SCRA
621 [1997]), the Court held that factual findings of the Court
of Appeals which are supported by substantial evidence are
binding, final and conclusive upon the Supreme Court. So also,
well-established is the rule that “factual findings of the Court
of Appeals are conclusive on the parties and carry even more
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weight when the said court affirms the factual findings of the
trial court.” Moreover, well entrenched is the prevailing
jurisprudence that only errors of law and not of facts are
reviewable by this Court in a petition for review on certiorari
under Rule 45 of the Revised Rules of Court, which applies
with greater force to the Petition under consideration because
the factual findings by the Court of Appealsarein full agreement
with what the trial court found.

APPEARANCES OF COUNSEL

De Guzman San Diego Mejia & Hernandez Law Offices for
Concepcion Poblador.

Kapunan Garcia & Castillo Law Offices for Philcomsat
Holdings Corp.
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in G.R. No. 186590.

DECISION
BERSAMIN, J.:

An intra-corporate dispute involving a corporation under
sequestration of the Presidential Commission on Good
Government (PCGG) fallsunder the jurisdiction of the Regional
Trial Court (RTC), not the Sandiganbayan.

The Cases

These consolidated appeals via petitions for review on
certiorari include the following:

(&) G.R. N0.184622 - the appeal from the dismissal by the
Sandiganbayan of the petitioners’ complaint for injunction
docketed as Civil Case No. 0198 on the ground that the
Sandiganbayan had no jurisdiction over the issue due to its
being an intra-corporate dispute;
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(b) G.R. Nos. 184712-14 and G.R. No. 186066 - the appeals
of the Locsin Group (in representation of Philippine Overseas
Telecommunications Corporation (POTC), Philippine
Communications Satellite Corporation (PHILCOMSAT), and
Philcomsat Holdings Corporation (PHC) from the
consolidated decision the Court of Appeals (CA) promulgated
on September 30, 2008 in C.A.-G.R. SP No. 101225, C.A.-
G.R. SP No. 98097 and C.A.-G.R. SP No. 98399; and

(c) G.R.No. 186590 - theappeal of the [lusorio Group seeking
the reversal of the decision promulgated by the CA on July
16, 2008 in C.A.-G.R. SP No. 102437.

Common Antecedents

POTC is a domestic corporation organized for the purpose
of, among others, constructing, installing, maintaining, and
operating communications satellite systems, satellite terminal
stations and associated equipments and facilities in the
Philippines.t

PHILCOMSAT isalso adomestic corporation. Its purposes
include providing telecommunications services through space
relay and repeater stations throughout the Philippines.

PHC is likewise a domestic corporation, previously known
as Liberty Mines, Inc., and is engaged in the discovery,
exploitation, development and exploration of ail. In 1997, Liberty
Mines, Inc. changed its name to PHC, declassified its shares,
and amended its primary purpose to become ahol ding company.?

The ownership structure of these corporations implies that
whoever had control of POTC necessarily held 100% control
of PHILCOMSAT, and in turn whoever controlled
PHILCOMSAT wielded 81% magjority control of PHC. Records
reveal that POTC has been owned by seven families through
their individual members or their corporations, namely: (a) the
Ilusorio Family; (b) the Nieto Family; (c) the Poblador Family;

! Rollo (G.R. No. 186066), p. 90.
2 1d. at 90-91.
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(d) the Africa Family; (e) the Benedicto Family; (f) the Ponce
Enrile Family; and (g) the Elizalde Family.?

Atty. Potenciano llusorio, the patriarch of the Ilusorio Family,
owned shares of stock in POTC. A block consisting of 5,400
POTC shares of stock has become the bone of contention in a
prolonged controversy among the parties. Atty. llusorio claimed
that he had incurred theire of Imelda Marcos during the regime
of President Marcos, |eading to the Marcos spouses’ grabbing
from him the POTC shares of stock through threats and
intimidation and without any valuabl e consideration, and placing
such shares under the names of their alter egos, namely: 3,644
shares in the name of Independent Realty Corporation (IRC);
1,755 sharesin the name of Mid-Pasig Land Development (Mid-
Pasig); and one share in the name of Ferdinand Marcos, Jr.*

On February 25, 1986, the EDSA People Power Revolution
deposed President Marcos from power and forced him and his
family to flee the country. On February 28, 1986, newly-installed
President Corazon C. Aquino issued Executive Order No. 1to
create the PCGG whose task was to assist the President in the
recovery of all ill-gotten wealth amassed by President Marcos,
hisimmediate family, relatives, subordinates and close associ ates,
whether located in the Philippines or abroad, through the takeover
or sequestration of all business enterprises and entities owned
or controlled by them during President Marcos' administration,
directly or through nominees, by taking undue advantage of
their public office and/or using their powers, authority, influence,
connections or relationships.®

Subsequently, Jose Y. Campos, a self-confessed crony of
President Marcos, voluntarily surrendered to the PCGG the
properties, assets, and corporations he had held in trust for the
deposed President. Among the corporations surrendered were
IRC (which, in the books of POTC, held 3,644 POTC shares)

% 1d. at 91.
41d.
51d. at 91-92.
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and Mid-Pasig (which, in the books of POTC, owned 1,755
POTC shares). Also turned over was one POTC share in the
name of Ferdinand Marcos, Jr.

With Campos' surrender of IRC and Mid-Pasig to the PCGG,
the ownership structure of POTC became as follows:

Owner % of Shareholdings

Ilusorio, Africa, Poblador,
Benedicto and Ponce Enrile

Families 46.39%
PCGG (IRC and Mid-Pasig) 39.92%
Nieto Family 13.12%
Elizalde Family 0.57%

Total 100.00%

With 39.92% of the POTC shareholdings under its control,
the PCGG obtained three out of the seven seats in the POTC
Board of Directors. At the time, Manuel Nieto, Jr. was the
President of both POTC and PHILCOMSAT. However, Nieto,
Jr. had a falling out with other stockholders. To keep control
of the POTC and PHILCOMSAT, Nieto, Jr. aligned with the
PCGG nominees to enable him to wrest four out of seven seats
in the POTC Board of Directors and five out of the nine seats
in the PHILCOMSAT Board of Directors. Thus, Nieto, Jr.
remained as the President of POTC and PHILCOMSAT.”

On July 22, 1987, the Government, represented by the PCGG,
filed in the Sandiganbayan a Complaint for reconveyance,
reversion, accounting, restitution and damages against Jose L.
Africa, Manuel H. Nieto, Jr., President Marcos, Imelda R.
Marcos, Ferdinand R. Marcos, Jr., Roberto S. Benedicto, Juan
Ponce Enrile and Atty. Potenciano Ilusorio.® The Complaint,

6 1d. at 92.
7 1d. at 92-93.
8 1d. at 93.
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docketed as SB Civil Case No. 009, alleged that the defendants
“acted in collaboration with each other as dummies, nominees
and/or agents of defendants Ferdinand E. Marcos, Imelda R.
Marcos and Ferdinand R. Marcos, Jr. in several corporations,
such asthe Mid-Pasig Land Development Corporation and the
Independent Realty Corporation which, through manipulations
by said defendants, appropriated a substantial portion of the
shareholdings in Philippine Overseas Telecommunications
Corporation and Philippine Communications Satellite Corporation
held by the late Honorio Poblador, Jr., Jose Valdez and Francisco
Reyes, thereby further advancing defendants’ scheme to
monopolize the telecommunicationsindustry;” that through their
illegal acts, they acquired ill-gotten wealth; that their acts
constituted “breach of public trust and the law, abuse of rights
and power, and unjust enrichment”; and that their ill-gotten
wealth, real and personal, “are deemed to have been acquired
(by them) for the benefit of the plaintiff (Republic) and are,
therefore, impressed with constructivetrust in favor of (the latter)
and the Filipino people.”®

The Complaint prayed that al the funds, properties and assets
illegally acquired by the defendants, or their equivalent value,
be reconveyed or reverted to the Government; and that the
defendants be ordered to render an accounting and to pay
damages.®°

In his Amended Answer with Cross-Claim (against the
Marcoses) and Third-Party Complaint against Mid-Pasig and
IRC, Atty. Ilusorio denied having acquired ill-gotten wealth
and having unjustly enriched himself by conspiring with any of
the defendants in committing a breach of public trust or abuse
of right or of power, stating that “he has never held any public
office nor has he been a government employee”; and that he
was never a dummy or agent of the Marcoses. He interposed
the affirmative defense that he owned 5,400 POTC shares of
stock, having acquired them through his honest toil, but the

91d. at 93-94.
10 4.
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Marcoses had taken the shares from him through threats and
intimidation and without val uable consideration and then placed
the shares in the names of their alter egos; and that he thus
became “the haplessvictim of injustice,” with theright to recover
the shares and their corresponding dividends.*

On June 28, 1996, after a decade of litigation, the Republic,
IRC and Mid-Pasig, and the PCGG (acting through PCGG
Commissioner Hermilo Rosal) entered into a compromise
agreement with Atty. llusorio, whereby Atty. llusorio recognized
the ownership of the Republic over 4,727 of the POTC shares
of stock in the names of IRC and Mid-Pasig, and, in turn, the
Republic acknowledged his ownership of 673 of the POTC shares
of stock and undertook to dismiss Civil Case No. 009 as against
him.

The compromise agreement relevantly stated:

WHEREAS, this Compromise Agreement covers the full,
comprehensive and final settlement of the claims of the
GOVERNMENT against ILUSORIO in Civil Case No. SB-009,
pending before the Third Division of the Sandiganbayan; the Cross-
Claim involving several properties located in Parafiaque, Metro
Manila; and the Third-Party Complaint filed by ILUSORIO, in the
same casg, involving the Five Thousand Four Hundred (5,400) shares
of stocks registered in the names of Mid-Pasig Land Development
Corporation (MLDC) and Independent Realty Corporation (IRC),
respectively, in the Philippine Overseas Telecommunications
Corporation (POTC);

X X X X X X X X X

President Ramos approved the compromise agreement, and
directed its submission to the Sandiganbayan for approval through
his marginal note dated October 5, 1996.12

It was not until June 8, 1998, or nearly two years from its
execution, however, that the Sandiganbayan approved the
compromise agreement, the resolution for which reads:

1 1d. at 94-95.
2 1d. at 95.
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WHEREFORE, and as prayed for in the Motion dated June 3,
1998, which is hereby granted.

1. Theforegoing Compromise Agreement dated June 28, 1996
executed by and between the plaintiff and defendant Potenciano T.
llusorio is hereby approved, the same not being contrary to law,
good morals and public policy. The partiesthereto are hereby enjoined
to strictly abide by and comply with the terms and conditions of the
said Compromise Agreement.

2. The complaint as against defendant Potenciano T. llusorio
only in the above-entitled case No. 0009 is hereby dismissed.

3. TheMotionsfor Injunction and Contempt, respectively, filed
by defendant Potenciano T. llusorio against the Government/PCGG,
its officers and agents, in Civil Case No. 0009 are hereby withdrawn;

4.  TheThird-Party Complaint and the Cross-Claim of defendant
Potenciano T. llusorio are hereby dismissed; and

5. The Board of Directors, President and Corporate Secretary
of the Philippine Overseas Telecommunications Corporation are
hereby ordered to issue the corresponding stock certificates to, and
in the names of Potenciano T. Ilusorio, Mid-Pasig Land Devel opment
Corporation, and Independent Realty Corporation, respectively.'®

The result was the redistribution of the POTC shareholdings
as follows:

Owner % of Shareholdings

Ilusorio, Africa, Poblador,
Benedicto and Ponce Enrile

Families 51.37%
PCGG (IRC and Mid-Pasig) 34.94%
Nieto Family 13.12%
Elizalde Family 0.57%

Total 100.00%

13 1d. at 97.
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The Ilusorio Family’s shareholding became 18.12%, while
that of the PCGG (through IRC and Mid-Pasig) was reduced
to 34.94%. With its reduced sharehol dings, the PCGG’ s number
of seatsin the POTC Board settled at only two. The Ilusorio
Family continued itsalliance with the Africa, Poblador, Benedicto
and Ponce Enrile Families. In effect, the compromise agreement
tilted the control in POTC, PHILCOMSAT and PHC, such that
the alliance between the Nieto Family and the PCGG, theretofore
dominant, became the minority.*

After assuming the Presidency in mid-1998, President Estrada
nominated through the PCGG Ronaldo Salonga and Benito
Araneta, the latter a nephew of Nieto, Jr., to the POTC Board
of Directorsto represent the IRC and Mid-Pasig shareholdings.*®

As to the PHILCOMSAT Board of Directors, however,
President Estradathrough the PCGG nominated four nominees,
namely: Salonga, Araneta, Carmelo Africa and Edgardo
Villanueva. The nomination of the four ignored the reduction
of the IRC and Mid-Pasig shareholdings in POTC that should
have correspondingly reduced the board seatsin PHILCOMSAT
that the PCGG was entitled to from four to only three.

On August 16, 1998, Mid-Pasig, represented by Salonga,
filed in the Sandiganbayan in Civil Case No. 009 a Motion to
Vacate the order dated June 8, 1998 approving the compromise
agreement. On October 2, 1998, IRC, also represented by Salonga,
filed asimilar motion. Both motionsinsisted that the compromise
agreement did not bind Mid-Pasig and IRC for not being parties
thereto, although they held substantial interests in the POTC
shareholdings subject of the compromise agreement; and that
the compromise agreement was void because its terms were
contrary to law, good morals and public policy for being grossly
and manifestly disadvantageous to the Government.’

¥ 1d. at 98.
5 4.
16 |d.
17 1d. at 99.
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Aside from supporting the position taken by Mid-Pasig and
IRC, PCGG added that the compromise agreement was fatally
defective for lack of any PCGG resolution authorizing
Commissioner Rosal to enter into the compromise agreement
in behalf of the Government.8

On hispart, Atty. llusorio vigorously opposed the motions.*®

On August 28, 1998, PHILCOMSAT stockholders held an
informal gathering at the Manila Golf Club for the apparent
purpose of introducing the new PCGG nominees to the
stockholders. During the proceedings, however, Atty. LuisLokin,
Jr. announced that the gathering was being considered as a Special
PHILCOMSAT Stockholders’ Meeting. Those in attendance
then proceeded to elect as Directors and Officers of
PHILCOMSAT Nieto, Jr., Lourdes Africa, Honorio Poblador
[11, Salvador Hizon, Salonga, Araneta, Carmelo Africa, and
Edgardo Villanueva (Nieto Group-PCGG).2°

Asaconsequence, other PHILCOMSAT stockholders (namely,
Ilusorio, Katrina Ponce Enrile, Fidelity Farms, Inc., Great Asia
Enterprises and JAKA Investments Corporation) instituted a
Complaint with application for the issuance of temporary
restraining order (TRO) and writ of preliminary injunction (WPI)
in the Securities and Exchange Commission (SEC) assailing
the election of the Directors and Officers on several grounds,
such as the lack of sufficient notice of the meeting, the lack of
qguorum, and the lack of qualifying shares of those who were
elected. They maintained that by reason of POTC’s 100%
beneficial ownership of PHILCOMSAT, there should have been
anoticeto POTC, which, upon a proper board meeting, should
have appointed proxies to attend the PHILCOMSAT
Stockholders' Meeting. The case was docketed as SEC Case
No. 09-98-6086.%

18 4.
8 4.
20 4.
2 1d. at 100.
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The SEC issued a TRO, and, later on, a WPI enjoining the
Nieto Group-PCGG from acting as Directors and Officers of
PHILCOMSAT and from representing themselves as such.?

Salonga, Araneta, Africaand Villanueva commenced in the
CA aspecial civil actionfor certiorari to nullify the WPI issued
by the SEC (C.A.-G.R. SP NO. 49205). On October 15, 1998,
however, the CA dismissed the petition for certiorari because
of the petitioners’ failure to furnish a copy of the petition to
the SEC. The dismissal became final and executory.®

Still, Salonga, Araneta, Africa and Villanueva brought in
the CA another petition assailing the WPI issued by the SEC
(C.A.-G.R. SPNo. 49328). The CA also dismissed their petition
on October 26, 1999.2

For their part, Nieto, Jr. and Lourdes Africa likewise went
to the CA to assail the WPI issued by the SEC (C.A.-G.R. SP
No. 49770), but on April 19, 2001, the CA dismissed the petition.
Nieto, Jr.initially intended to appeal the dismissal, but the Court
denied hismotion for extension of timeto file petition for review
on certiorari.?®

Following the enactment of Republic Act No. 8799 (Securities
Regulation Code),* SEC Case No. 09-98-6086 was transferred
tothe RTC in Makati City, which re-docketed it as Civil Case
No. 01-840 and raffled it to Branch 138.%

Meanwhile, on January 18, 1999, POTC held a Special
Stockholders’ Meeting, at which the following were elected as
Directors of POTC, namely: Roberto S. Benedicto, Atty. Victor
Africa, Sylviallusorio, Honorio Poblador I11, Cristina Agcaoili,
KatrinaPonce Enrile, and Nieto, Jr. The elected Directors, except

24,

2 d.

% 1d. at 100-101.

% 1d. at 101.

2 Approved on July 19, 2000.

27 Rollo (G.R. No. 186066), p. 101.
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Nieto, Jr., eventually formed the Africa-1lusorio Group.
Thereafter, the Board of Directors held an organizational meeting
during which they elected the following as the Officers of POTC,
namely: Roberto S. Benedicto (Chairman); Atty. Victor Africa
(Vice-Chairman); Sylvia llusorio (President); Katrina Ponce
Enrile (Vice President); Rafael Poblador (Treasurer); Kitchie
Benedicto (Assistant Treasurer); and Atty. Victoriadelos Reyes
(Corporate Secretary).

On December 20, 1999, the Sandiganbayan promulgated a
resolution in SB Civil Case No. 009 denying IRC and Mid-
Pasig’ s motionsto vacate the order approving the compromise
agreement, viz:

WHEREFORE, premises considered, third-party defendant Mid-
Pasig’s Motion to Vacate Resolution Approving Compromise
Agreement dated August 16, 1998 and third party defendant
Independent Realty Corporation’s Manifestation and Motion dated
October 2, 1998 and the redundant and inappropriate concurrence
of the PCGG and the OSG are hereby denied for lack of merit.

The Court also declares all POTC shares in the name of Mid-
Pasig and IRC as null and void. Accordingly, out of the 5,400 POTC
shares, six hundred seventy three (673) is hereby directed to be
issued in the name of Potenciano llusorio and four thousand seven
hundred twenty seven (4,727) in the name of the Republic of the
Philippines. The Board of Directors, President and Corporate Secretary
of the POTC are hereby ordered to comply with this requirement
within ten (10) days from receipt of this Resolution.?®

In compliance with the resolution, POTC Corporate Secretary
Victoria de los Reyes effected the cancellation of the shares
registered in the names of IRC and Mid-Pasig and issued
Certificate of Stocks No. 131 covering the 4,727 POTC shares
in the name of the Republic. Thereafter, Certificate of Stocks
No. 131 wastransmitted to then Chief Presidential Legal Counsel
and PCGG Chairman Magdangal Elma, who acknowledged
receipt. Through its resolution dated January 12, 2000, the

28 4.
2 1d. at 102.
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Sandiganbayan noted the POTC Corporate Secretary’s
compliance.®

As earlier mentioned, the implementation of the
Sandiganbayan’ s resol ution dated December 20, 1999 resulted
in the re-distribution of the shareholdingsin POTC in the manner
earlier shown.

On March 16, 2000, the PCGG filed in this Court its petition
assailing the resol ution of the Sandiganbayan dated December
20, 1999 (G.R. No. 141796 entitled Republic of the Philippines,
represented by the Presidential Commission on Good
Government v. Sandiganbayan and Potenciano T. llusorio,
substituted by Ma. Erlinda llusorio Bildner).

IRC and Mid-Pasig also filed in this Court their own petition
to assail the resolution dated December 20, 1999 (G.R. No.
141804 entitled Independent Realty Cor poration and Mid-Pasig
Land Development Corporation v. Sandiganbayan and
Potenciano T. Ilusorio, substituted by Ma. Erlinda Ilusorio
Bildner).

On March 29, 2000, this Court issued a TRO to enjoin the
Sandiganbayan from executing its assailed resolution.®!

On September 6, 2000, President Estrada nominated another
set to the PHILCOM SAT Board of Directors, namely: Carmelo
Africa, Federico Agcaoili, Pacifico Marcelo and Edgardo
Villanueva. Thereby, Africa and Villanueva were retained as
PHILCOMSAT Directors, while Agcaoili and Marcel o replaced
Araneta and Salonga.*?

Subsequently, POTC, through the Africa-Bildner Group,
decided to hold a Special Stockholders’ Meeting on September
22, 2000. POTC Corporate Secretary de los Reyes issued a
Notice of Meeting. Attempting to stop the Stockholders’ Meeting,
Nieto, Jr., Araneta and Salongafiled in this Court in G.R. No.

30 4.
8.
%2 1d. at 103-104.
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141796 and G.R. N0.141804 a Motion for Leave to Intervene
with urgent manifestation for contempt of court, praying, among
others, that POTC Corporate Secretary de los Reyes be cited
in contempt and/or disbarred for issuing the Notice of Meeting.*

The Special Stockholders’ Meeting on September 22, 2000
was attended by stockholders representing 81.32% of the
outstanding capital stock of POTC (including PCGG). During
the meeting, anew set of POTC Board of Directorswere elected,
namely: Nieto, Jr., KatrinaPonce Enrile, Victor V. Africa, Sylvia
K. llusorio, Honorio A. Pablador 111, Carmelo Africaand PCGG
Commissioner Jorge Sarmiento (the latter two being nominated
by PCGG).*

POTC then convened a Special Stockholders' Meeting of
PHILCOMSAT, at which thefollowing were el ected as Directors:
Nieto, Jr., Francisca Benedicto, Katrina Ponce Enrile, Sylvia
Ilusorio, Honorio Poblador 111, and government representatives
Africa, Marcelo, Villanuevaand Agcaoili (the latter four being
nominated by PCGG).*®

In line with existing corporate policy requiring the elected
Directorsto accept their el ection before assuming their positions,
all the elected Directors (including Nieto, Jr.) were requested
to sign acceptance letters to be submitted to POTC Corporate
Secretary de los Reyes. A few days later, however, Nieto, Jr.
refused to accept and instead opted to assail the validity of the
September 22, 2000 POTC Special Stockholders' Meeting.®

By virtue of the September 22, 2000 elections, the Africa-
Bildner Group, together with the PCGG nominees, took control
of the management and operations of POTC and
PHILCOMSAT.¥

3 1d. at 104.
3 1d.
35 1d.
% 1d. at 105.
37 1d. at 106.
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In March 2002, President Gloria Macapagal-Arroyo named
EnriqueL. Locsin and Manuel D. Andal as new PCGG nominees
to sit in the POTC and PHILCOMSAT Boards of Directors.
Julio Jalandoni was named as the third new PCGG nominee to
the PHILCOMSAT Board of Directors.®

On April 29, 2002, POTC, through the Africa-11usorio Group,
decided to hold astockholders’ meeting. Noticesfor the meeting
were dispatched to all stockholders of record, including the
Republic. However, the meeting was adjourned for failure to
obtain aquorum because of the absence of several stockholders,
including the proxy for the Republic.*

On December 3, 2003, Atty. Jose Ma. Ozamiz, astockholder
of PHC, sent a letter-complaint informing the SEC that PHC
had not conducted its annual stockholders' meetings since 2001.
Hisletter-complaint was docketed as SEC Case No. 12-03-03.%°

On December 29, 2003, the SEC issued the following Order
in SEC Case No. 12-03-03, to wit:

PREMISES CONSIDERED, the Commission in the exercise of
itsregulatory authority over corporations and associations registered
with it hereby issues the following directives:

1. The board of directors, responsible officers of Philcomsat
Holdings, Inc (PHI) (sic) shall organize a COMELEC composed of
three members within ten (10) days from date of actual receipt of
this Order. One member to be nominated by the group of Atty. Jose
Ma. Ozamiz, the second member to be nominated by the group of
either Mr. Manuel H. Nieto or Mr. Carmelo P. Africa, Jr. and the
third member aneutral party, to be jointly nominated by both groups.
Failure on the part of the contending partiesto designate their common
nominee, the SEC shall be constrained to designate the neutral party.

X X X X X X X X x4

% 1d.
3 1d.
40 4.
4 1d. at 107.
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By letter dated January 8, 2004, Philip Brodett and Locsin
communicated to the SEC that:

1. PHC anditsdirectorsand officers are not averse to the holding
of meetings of its stockholders annually. PHC' sinability to hold its
annual stockholders’ meeting in the past years can be attributed to
the following: previous attempts of the group of Mesdames Cristina
[lusorio and Sylvia llusorio and Mr. Carmelo Africa (for brevity
the “llusorio Group”) to control PHC without legal basis; delay in
the completion of PHC’ s audited financial statements for the years
2001, 2002 and 2003 was caused by the llusorio Group and the
pending dispute as to who between the Ilusorio Group, on one hand,
and the group of Ambassador Manuel Nieto, Jr. Philippine
Government, on the other, properly constitutes the governing board
of directors and officers of the parent companies of PHC's, namely
the Philcomsat and POTC;

Considering the aforesaid pending dispute asto who really controls
the mother companies of PHC, it would be advisable and practicable
that the annual meetings of the stockholders and the election of the
directors and officers of Philcomsat and POTC should precede those
of PHC. In view thereof, and for practical reasons and good order’s
sake, it was suggested that perhaps the Commission should direct
the holding of the annual stockholders’ meetings and election of
directors and officers of both Philcomsat and POTC at a date or
dates prior to those of PHC.

X X X X X X X X X

4. x x X. Considering the foregoing, it is believed and humbly
submitted that the ‘COMELEC’ directed to be organized under the
Order is unnecessary considering that its would-be functions (we
note that the Order did not state what are the functions of said
COMELEC) can and will be performed by the Nomination Committee
and the special committee of inspectors.

Considering the foregoing, it isrespectfully requested and prayed
that the said Order dated 5 January 2004 of the Commission be
reconsidered and set aside. To enable PHC to hold an orderly and
controversy-free meeting of its stockholders and el ection of directors
this year, it is likewise requested that the Commission first direct
and cause PHC's parent companies, namely Philcomsat and POTC,
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to hold their respective stockholders' meeting and election and
directors and officers prior to those of PHC.%?

On May 6, 2004, the SEC ruled as follows:

Based on the foregoing premises, the Commission, in the exercise
of its regulatory authority as well as supervision corporations and
pursuant to its power under Section 5 (k) of the Securities Regulation
Code (SRC) which states: “Compel the officers of any registered
corporation or association to call meetings of stockholders or
member s thereof under its supervision,” hereby ordersthe following:

1. The board of directors, responsible officers of Philcomsat
Holdings, Corporation (“PHC”) shall immediately convene the
COMELEC to consider the proposed election and annual meeting
of subject corporation.

2. The board of directors and other responsible PHC officers are
also enjoined to prepare proper notices of the intended annual meeting
and all the necessary documents required by Section 20 of the SRC
rules within the stated period provided thereunder in time for the
scheduled annual meeting set by the Commission.

3. For the purpose of the meeting, Attys. Myla Gloria C. Amboy
and Nicanor Patricio are hereby designated as the SEC representatives
to observe the PHC meeting.

4. The PHC and all itsresponsible directors or officers are hereby
directed to hold ameeting for the purpose of conducting the election
of the board of directors of the PHC on 28 May 2004 at 10:00 a.m.
To be held at the principal office of the corporation.

5. Failure on the part of the authorized person to set/call the
meeting within five (5) days from date hereof, Atty. Ozamiz shall
be authorized to call the meeting and to provide other stockholders
with notice required under the Corporation Code, the Securities
Regulation Code and By-laws of the corporation. In such event,
Atty. Ozamiz shall preside in said meeting until at least a majority
of the PHC stockholders present shall have chosen one of their
members as the presiding officer in the meeting.

6. The board of directors and authorized officers of PHC are
hereby directed for the last time to submit the calendar of activities

42 1d. at 107-109.
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for the forthcoming meeting within five (5) days from date of this
Order. The petitioning stockholder, Atty. Ozamiz, islikewise directed
to submit his proposed calendar of activities which shall be used in
case of failure on the part of PHC to submit the aforesaid calendar.*®

OnJune 7, 2004, the SEC received PCGG’ s comment through
Commissioner Victoria A. Avena, to wit:

1. For the sake of accuracy, we respectfully draw attention to
the fact that Messrs. Enrique L. Locsin and Manuel Andal are
nominee-directors representing the Republic of the Philippines,
through the PCGG, in the board of directors of the Philippine Overseas
Telecommunications Corporation (“POTC”) and the board of directors
of Philippine Communications Satellite Corporation (“ Philcomsat”),
but not of Philcomsat Holdings Corporation (“PHC”). The third
government nominee-director in Philcomsat is Mr. Julio Jalandoni.
In February of 2004, Mr. Guy de Leon was nominated by President
Gloria Macapagal-Arroyo as a third director for POTC in the event
elections.

2. Based on therecords of PCGG, it istrue and correct that POTC
has not held an uncontested annual meeting sinceitslast uncontested
stockholders' meeting in the year 1999.

3. Based onrecords of PCGG, it istrue and correct that Philcomsat
has not had an uncontested annual meeting since its special
stockholders' meeting in the year 2000.

4. The Republic owns forty percent (40%) of the outstanding
capital stock of POTC; Philcomsat is a wholly-owned subsidiary of
POTC; and Philcomsat owns approximately eighty-five percent (85%)
of the outstanding capital stock of PHC.

5. Because of the non-holding of elections for the board of
directors of POTC, Philcomsat and PHC, the incumbent respective
boards thereof have been holding office as “hold-over” directors,
and opposing stockholders have contested their legitimacy.

6. Theincumbent board of directors having actual corporate control
of POTC and Philcomsat have invited government nominee-directors
Messrs. Locsin and Andal, and Mr. Julio Jalandoni in respect of
Philcomsat, to respectively occupy seats in said boards rendered
vacant by resignations.

4 1d. at 109-110.
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7. However, Messrs. Locsin, Andal and Jalandoni have not
physically and actually assumed said positions, because of their request
for assumption thereof on the basis of election for the board of directors
through stockholders’ meetings for the purpose.

8. In view of the ownership structure of POTC, Philcomsat and
PHC and the rump boards that have resulted over the years, the
more judicious mode towards a truly fair election of directors based
on an accurate identification of stockholder representation in PHC
(including in respect of government shares) would be to determine
issues of representation in Philcomsat and POTC.

9. Accordingly, annual stockholders’ meetings and election of
directors of the board must first be held for POTC, and then for
Philcomsat, then for PHC.*

On July 8, 2004, the SEC directed thuswise:

On the bases of the mandatory provision of Sec. 50 of the
Corporation Code on calling of annual meeting and the PCGG’s
comment/manifestation which should be given weight, the following
are hereby directed to:

1. POTC and Philcomsat, their respective board of directors or
their duly authorized representatives are hereby directed to constitute,
within ten (10) days from the date of actual receipt hereof, their
COMELEC to be composed of the PCGG nominee/director to act as
the neutral party, a representative from the Africa Group and one
representative from Nieto Group to perform any and all acts necessary
for the determination of the |l egitimate stockhol ders of the corporation
qualified to vote or be represented in the corporate meetings and
ensure aclean, orderly, and credible el ection of POTC and Philcomsat.

2. POTC islikewise directed to conduct its annual stockholders’
meeting not later than 5 August 2004 while Philcomsat shall hold
its annual stockholders’ meeting on or before 12 August 2004.
Thereafter, PHC shall call its annual stockholders’ meeting not later
than August 31, 2004.

3. PHC, ontheother hand, its board of directors or duly authorized
representative are ordered to submit a revised calendar of activities
for the forthcoming 31 August 2004 annual stockholders' meeting
within five (5) days from actual receipt of this Order. The said date

4 1d. at 110-111.
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for the Annual Stockholders' Meeting shall not be postponed unless
with prior Order of the Commission. A nomination’s (sic) Committee
(NOMELEC) shall be constituted pursuant to the corporation’ s Manual
on Corporate Governance submitted to this Commission. This
Committee shall be composed of three (3) voting members and one
(1) non-voting member in the person of the HR Director/Manager
pursuant to x X x Section 2.2.2.1 of the said Manual. One representative
each from the Africa Group and the Nieto Group and a nominee/
representative of the PCGG (to act as an independent member) shall
comprise three (3) voting members. The committee shall perform
the functions outlined in Sections 2.2.2.1.1, 2.2.2.1.2, 2.2.2.1.3 and
2.2.2.1.4 of the Manual in connection with the forthcoming election.
Failure to submit the names of the representative of each group
within ten (10) days from receipt of this Order shall authorize the
Commission to appoint persons to represent each group. Failure or
refusal on the part of the corporation to hold the stockholders' meeting
on the scheduled date shall authorize the petitioning shareholder
to call and preside in the said meeting pursuant to Section 50 of the
Corporation Code. All previous orders inconsistent herewith are
hereby revoked.

4. Let the Corporate Finance Department (CFD) of this
Commission be furnished with a copy of this Order for its appropriate
action on the matter.

5. To ensure protection of the interest of all outstanding capital
stocks, including minority shareholders, Attys. Nicanor P. Patricio
Jr. and Myla Gloria A. Amboy are hereby designated as SEC
representatives to attend and supervise the said Annual Stockholders’
M eeting.*®

On July 26, 2004, the SEC clarified itsimmediately preceding
order, as follows:

Pending consideration by the Commission is the letter dated 22
July 2004 of Mr. Enrique Locsin, Nominees/Director of the
Presidential Commission on Good Government To POTC and
Philcomsat, seeking to enjoin the holding of any and all meetings
of POTC, Philcomsat and/or PHC, contrary to the 8 July 2004 SEC
Order and requesting the correction of the date of the Order cited
in the 22 July 2004 Stay Order.

% d. at 111-112.
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In order to clarify the Order issued by the Commission on July
8, 2004 and 22 July 2004, the following explications are hereby
made:

First. The SEC Order of 8 July 2004 which states in part:

POTC islikewise directed to conduct its annual stockholders’
meeting not later than 5 August 2004 while Philcomsat shall
hold its annual stockholders' meeting on or before 12 August
2004. Thereafter, PHC shall call itsannual stockholders' meeting
not later than August 31, 2004, should be interpreted to mean
that the stockholders’ meeting of POTC, Philcomsat and PHC
should be held successively, in the order mentioned, that is,
POTC first, then Philcomsat, and lastly, PHC. This was the
intention of the Commission in issuing the said Order (July
8, 2004).

To further clarify and ensure that the meetings shall be conducted
on specific dates, the Order of July 8, 2004 is hereby modified and
the dates of the meetings are hereby scheduled as follows:

1. For POTC — July 28, 2004
2. For Philcomsat — August 12, 2004
3. For PHC — August 31, 2004

Second. One of the relevant orders was inadvertently referred to
in the Stay Order of 22 July 2004 as “ June 8, 2004,” which should
have been actually written as“ July 8, 2004.” Hence, the same should
be properly corrected.

Accordingly, POTC, Philcomsat and Philcomsat Holdings
Corporation (PHC) are hereby reminded to strictly adhere to the
schedule dates of meetings of the said corporations set forth in this
Order. POTC, Philcomsat and PHC are further reminded to also
comply with the manner of the conduct of their respective meetings
as provided in the Order of the Commission dated July 8, 2004.

As requested, let the 22 July 2004 Stay Order, particularly
paragraphs 1, 2, and 3 thereof, be corrected to reflect the correct
date of the Order cited therein as“ July 8, 2004” not “ June 8, 2004.”

On July 28, 2004, the Africa-Bildner Group held successive
stockholders’ meetings for POTC and PHILCOMSAT. Elected

4 1d. at 112-113.
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as Directorsduring the POTC stockholders’ meeting were Katrina
Ponce Enrile, Victor Africa, Erlinda Bildner and Honorio
Poblador I, all from the Africa-Bilder Group. Although
absent from the meeting, Nieto, Jr., Locsin and Andal of the
Nieto—PCGG Group were also elected as Directors. Resultantly,
the groups were represented on a 4:3 ratio. Victor Africawas
designated as the POTC proxy to the PHILCOMSAT
stockholders' meeting. Locsin and Andal were also elected as
PHILCOMSAT Directors. However, Nieto, Jr., Locsin and Andal
did not accept their election as POTC and PHILCOMSAT
Directors.*

On August 5, 2004, the Nieto-PCGG Group conducted the
annual stockholders’ meeting for POTC at the ManilaGolf Club.
Elected were Nieto, Jr. as President and Guy de Leon, a
government nomineeto POTC, as Chairman. At the same mesting,
the Nieto-PCGG Group, through its elected Board of Directors,
issued a proxy in favor of Nieto, Jr. and/or Locsin authorizing
them to represent POTC and vote the POTC shares in the
PHILCOMSAT stockholders’ meeting scheduled on August 9,
2004.48

On August 9, 2004, the Nieto-PCGG Group held the
stockholders' meeting for PHILCOMSAT at the Manila Golf
Club. Immediately after the stockholders’ meeting, an
organizational meeting was held, and Nieto, Jr. and Locsin were
respectively elected as Chairman and President of
PHILCOMSAT. At the same meeting, PHILCOMSAT (Nieto-
PCGG Group) issued aproxy infavor of Nieto, Jr. and/or Locsin
authorizing them to represent PHILCOMSAT and vote the
PHILCOMSAT shares in the stockholders' meeting of PHC
scheduled on August 31, 2004.4°

On August 11, 2004, POTC (Africa-Bildner Group), Victor
Africa, Honorio Poblador Il and Katrina Ponce Enrilefiled a
Complaint for injunction with prayer for TRO and WPI in the

47 1d. at 113-114.
48 1d. at 114.
9 4.



296 PHILIPPINE REPORTS

Phil. Overseas Telecommunications Corp., et al. vs. Africa, et al.

RTCinMakati City (Branch 133) against Nieto, Jr., LuisLokin,
Jr., and Alma Kristina O. Alobba seeking to enjoin the latter
from acting as Directors and Officers of POTC (Civil Case
No. 04-935).

On August 27, 2004, the RTC (Branch 133) dismissed Civil
Case No. 04-935 for lack of jurisdiction over the subject matter,
explaining its action thusly:

X X X X X X X X X

After a perusal of the complaint and of the memoranda filed,
with particular attention on the authorities cited, the Court is of the
opinion that it has no jurisdiction over the case but the
Sandiganbayan.°

X X X X X X X X X

Thereafter, the Africa-Bildner Group filed a motion for
reconsideration.

Earlier, on August 18, 2004, PHC (Nieto-PCGG Group)
submitted to the SEC afinal list of candidates for Independent
Directors of PHC for the 2004-2005 term, to wit:

Please be informed that in connection with the annual stockholders’
meeting of PHILCOMSAT HOLDINGS CORPORATION (PHC) to
be held on August 31, 2004, and in compliance with the Order dated
8 July 2004 of the Securities and Exchange Commission in SEC
Case No. 12-03-03 entitled “In the matter of Philcomsat Holdings
Corporation, For: Calling of Meeting,” the Board of Directors of
PHC, at its meeting today constituted the Nomination Committee
with the following persons as its members:

Voting Members:

1. Luis K. Lokin, Jr. (representative of the Nieto Group)
2. Enrique L. Locsin (representative of the PCGG)

3. Vacant (to be designated by the Securities and Exchange
Commission in default of the designation of representative by the
Africa group)

50 1d. at 114-115.
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Non-voting member:
1. Philip G. Brodett

The said Nomination Committee which shall act upon the
affirmative vote of at least two (2) of its voting members, shall have
the following powers, duties and functions:

(1) To pre-screen and shortlist all candidates nominated to become
members of the board of directorsin accordance with the qualifications
and disqualifications and the procedures prescribed in the
Corporation’s Manual on Corporate Governance and the Securities
Regulation Code (SRC) and its Implementing Rules and Regulations
(SRC Rules);

(2) To submit to the Securities and Exchange Commission and
the Philippine Stock Exchange the Final List of candidates for
Independent Directors as required under the SEC Rules;

(3) To act as the committee of inspectors with powers to pass
upon the validity of proxies, to canvass and tally the votes for the
election of directors and to certify the winning directors based on
the votes garnered;

(4) To do such acts or things as may from time to time be directed
or delegated by the Board.*!

On August 20, 2004, the SEC issued an order, pertinently
stating:

On separate dates, the group of Atty. Victor Africa(“ AfricaGroup’)
and the group of Ambassador Nieto (“Nieto group”) conducted their
respective annual stockholders’ meetings. The Africa group held
successive meetings for POTC and Philcomsat on July 28, 2004,
whilethe Nieto group held similar meetingsfor POTC and Philcomsat
on August 5 and August 9, respectively. On all these meetings,
where the SEC representative was present (except the Philcomsat
meeting of the Africa group), the Commission noted the following
observations:

X X X X X X X X X

In light of the foregoing, the Commission hereby upholds the
validity of the stockholders' meetings conducted by the Nieto Group

51 1d. at 115-116.
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in view of the clear compliance by the said group with the condition
set forth by the Commission in its Orders of July 8 and 26, 2004.

Meanwhile, the PHC meeting shall proceed as scheduled on August
31, 2004. The Officers and Directors of PHC are hereby reminded
to strictly conform to the conditions stated in the July 8 and 26
Orders.

The President and the Corporate Secretary of PHC and its Stock
and Transfer Agent are hereby ordered to submit to the Commission
the certified list of stockholders and the stock and transfer book of
PHC on or before August 25, 2004.

Due to the failure of the Africa group to nominate their
representative to the PHC NOMELEC, Atty. VictoriaDe Los Reyes
is hereby designated as the representative of the Africa group in
the forthcoming August 31, 2004 PHC meeting.

The Corporation Finance Department is hereby directed to monitor
PHC’s compliance with the laws, rules and regulations relative to
the calling of the stockholders’ meeting and to make the necessary
action to ensure such compliance.

The Orders of 8 July 2004 and 26 July 2004 insofar as not
inconsistent with this Order shall remain in full force and effect.>?

On August 23, 2004, the Africa Group commenced Civil Case
No. 01-555 in the RTC in Makati City (Branch 61), praying
for theissuance of aTRO or WPI to “enjoin Philcomsat Holdings
Corporation from recognizing defendants Nieto[, Jr.] and Lokin
astherepresentatives of PHILCOMSAT,” and to prevent Nieto,
Jr. and Lokin from acting as Directors and Officers for and on
behalf of POTC and PHILCOMSAT.

On August 30, 2004, the RTC denied the motion for the
issuance of TRO and WPI .53

On August 26, 2004, the Nomination Committee (NOMELEC)
of PHC (Nieto Group) met to conduct the validation of the proxies
and the evaluation and prequalification of the nomineesfor election
as Independent Directors. After a majority vote of its voting

52 1d. at 116-118.
53 1d. at 118.
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members, the NOMEL EC recognized and validated the proxy
submitted by Locsin.

On August 27, 2004, the Nieto Group submitted to the SEC
the final list of candidates for Independent Directors of PHC
for the term 2004-2005. Thelist contained the names of Benito
Araneta and Roberto Abad, both nominated by Brodett. The
list was submitted by NOMELEC members Lokin, Jr., Locsin
and Brodett.

Onthe same date, POTC and PHILCOM SAT (AfricaGroup),
through Atty. Victor Africa, filed in the CA a petition for
certiorari and prohibition (with prayer for TRO and WPI) seeking
to annul and set aside the orders issued on July 8, 2004, July
26, 2004 and August 20, 2004 issued in SEC Case No. 12-03-
03 (C.A.-G.R. SP No. 85959).5

On August 31, 2004, the CA promulgated in C.A.-G.R. SP
No. 85959 a resolution granting a TRO, pertinently stating:

In the meantime, since the petition questions the jurisdiction of
public respondentsin issuing the assailed Orders dated July 8, 2004,
July 26, 2004 and August 20, 2004, and the implementation of the
same will render moot and academic any and all orders, resolutions
and decisions of this Court, this Court hereby TEMPORARILY
RESTRAINS respondents, their officers, agents and other persons
acting for and in their behalf, from enforcing, implementing and
executing the aforesaid assailed Orders within a period of sixty (60)
days or until sooner revoked.*>®

The CA later granted the application for WPI, and enjoined
the respondents therein, their agents, officers, representatives
and other persons acting for and in their behalf from executing,
enforcing and implementing the assailed SEC ordersissued on
July 8, 2004, July 26, 2004 and August 20, 2004 pending final
resolution of the petition, or unlessthe WPl was sooner lifted.%

5 1d. at 118-119.
%5 Rollo (G.R. No. 184622), pp. 277-278.
%6 1d. at 279-282.
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Also on August 31, 2004, the PHC (Nieto Group) conducted
itsannual stockholders' meeting. The Officerselected wereLocsin
as Director and Acting Chairman; Oliverio Laperal as Director
and Vice Chairman; Nieto, Jr. as Director, President and Chief
Executive Officer; Brodett as Director and Vice President; Manuel
D. Andal as Director, Treasurer and Chief Financial Officer;
Roberto San Jose as Director and Corporate Secretary; Julio
Jalandoni, Lokin, Jr., Prudencio Somera, Roberto Abad, and
Benito Araneta as Directors.®”

On September 10, 2004, PHILCOMSAT (Africa Group),
represented by Victor Africa, filed in the RTC in Makati City
(Branch 138) a complaint against PHC, Lokin, Jr., Locsin and
Brodett (Civil Case No. 04-1049) seeking thefollowing reliefs,
to wit:

1. The proceedings of the Nomination Committee be invalidated
for having been in violation of the Manual of Corporate Governance
of defendant PHC;

2. The act of the Nomination Committee in validating the proxy
issued in favor of Manuel Nieto and/or defendant Enrique Locsin
and in invalidating the proxy issued in favor of Victor Africa be
annulled;

3. The elections held and the proclamation of winners during
the Annual Stockholders' Meeting of defendant PHC held on 31
August 2004 be annulled;

4. Defendant PHC be directed to recognize Atty. Victor Africa
as the proxy of plaintiff and that he be allowed to vote the shares
standing in the name of plaintiff at subsequent elections for the
members of the board of directors of defendant PHC.®

On October 21, 2004, PHILCOMSAT (Nieto Group) and
Lokin, Jr. filed their Answer with Grounds for Dismissal and
Compulsory Counterclaims, averring therein, among others, as
follows:

5 Rollo (G.R. No. 186066), p. 120.
%8 |1d. at 120-121.
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37. Theinstant complaint must be DISMISSED for lack of capacity
and/or authority of the alleged representative, Victor V. Africa, to
file the same and sue the defendants on behalf of Philcomsat.

38. While the Complaint names Philcomsat as the plaintiff,
allegedly represented by Victor Africa, at no time did [P]hilcomsat,
through its duly constituted Board of Directors, authorize him to
file the same.

39. Victor Africabases his authority upon the Secretary Certificate,
alleging that the Philcomsat Board of Directors, during its meeting
held on 28 July 2004, authorized him to file legal actions on behalf
of the corporation.

40. It is respectfully averred, however, that Philcomsat, through
itsduly constituted Board of Directors DID NOT HOLD any meeting
on 28 July 2004, and DID NOT AUTHORIZE Africa to file any
action or to do any act or deed onitsbehalf. The Secretary’ s Certificate
he represented is not signed by Atty. Luis K. Lokin, Jr., the duly-
elected Corporate Secretary of Philcomsat.

X X X X X X X X X

50. There was no Philcomsat Board meeting held or authorized
to be held on 28 July 2004. Neither was there any authority vested
upon Victor Africa to file this nuisance suit, which is only aimed
at needlessly harassing defendants and the other lawful stockholders
of Philcomsat and PHC and the public at large.

51. For lack of any factual and legal basis of the alleged authority
of the person instituting and verifying the instant complaint, it must
be declared as a NUISANCE SUIT and immediately DISMISSED
by the Honorable Court, pursuant to Section 1 (b) of the Interim
Rules.

52. Furthermore, not only does Africa lack any authority to file
the instant action, the complaint itself is devoid of any meritorious
legal basis.

53. The relevant facts are as follows: In 2003, a stockholder of
PHC filed a letter-complaint (later docketed as SEC Case No. 12-
03-03) with the SEC, alleging the non-holding of the annual
stockholders' meeting since 2002. Hearings were conducted wherein
the officers and directors of POTC and Philcomsat were required to
be present and to file their comments. Victor Africa actively



302 PHILIPPINE REPORTS

Phil. Overseas Telecommunications Corp., et al. vs. Africa, et al.

participated in the proceedings before the SEC, in his alleged capacity
as officer of POTC, Philcomsat and PHC.

54. In view of the government interest in POTC which is the
sole beneficial owner of Philcomsat, which in turn, is the 80%
stockholder of PHC, and the fact that POTC and Philcomsat are
under sequestration, the PCGG was likewise directed to file their
comments on the matters raised by the parties. PCGG, through then
Commissioner Victoria Avena, asserted that the government holds
40% interest in POTC. X X X.

55. Thereafter, the SEC issued the aforestated Order on 08 July
2004, directing the officers of POTC and Philcomsat to conduct
their respective stockholders’ meetings. Before the rendition of the
08 July 2004 Order, the Africagroup did not conduct any stockholders’
meeting of POTC or Philcomsat, but they would later claim that
they had agreed, as early as 02 July 2004, to hold the meetings on
08 July 2004. Given the timing of the meeting, however, which was
held after the 08 July 2004 SEC Order, no credence could be given
to such self-serving claim. The timing and dates are more than mere
convenient coincidences.

56. After POTC and Philcomsat duly held their respective
stockholders’ meetings on 05 August 2004 and 09 August 2004,
the SEC upheld the validity of their meetings in its Order dated 20
August 2004.

57. Thereafter, Africa initiated a series of actions in different
tribunalsin an attempt to basically prevent the POTC and Philcomsat
Directors and Officers from acting in their capacity as such.%®

On November 18, 2004, PCGG expressly adopted the Answer
of PHILCOMSAT (Nieto Group) as its own Answer in Civil
Case No. 04-1049.%°

On December 7, 2004, the RTC denied the Africa Group’s
M otion for Reconsideration assailing the order issued on August
27, 2004 in Civil Case No. 04-935.

Whereupon, POTC (Africa Group) went to the CA on
certiorari to annul and set aside the orders issued on August

59 1d. at 121-122.
60 1d. at 122.
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27, 2004 and December 7, 2004 in Civil Case No. 04-935 by
the RTC (Branch 133). The suit, docketed as C.A.-G.R. SP
NO. 88664, was dismissed by the CA on July 5, 2005, thedecision
pertinently stating:

X X X We thus have to address one crucial issue: Was the lower
court correct in ruling that the Sandiganbayan had jurisdiction over
the instant case?

It was.

It must be stressed that the petitioners’ complaint essentially
guestionsthe legality by which the private respondents are exercising
control over the assets and operations of a sequestered corporation.
They posit that the private respondents are usurpers and have no
right to sit in the board of directors or act as corporate officers of
the POTC. Evidently, these issues are “arising from, incidental to,
or related to” the sequestration case against POTC which, under
the law, should be addressed by the Sandiganbayan.

X X X X X X X X X

All told, the lower court did not commit grave abuse of discretion
amounting to lack of or in excess of jurisdiction in dismissing the
instant complaint for lack of jurisdiction, the same being vested in
the Sandiganbayan.®?

On June 15, 2005, this Court rendered its decision in G.R.
No. 141796 and G.R. No. 141804 by affirming the validity of
the compromise agreement dated June 28, 1996 between the
PCGG and Atty. Ilusorio, holding:

With the imprimatur of no less than the former President Fidel
V. Ramos and the approval of the Sandiganbayan, the Compromise
Agreement must be accorded utmost respect. Such amicabl e settlement
is not only allowed but even encouraged. X X X.

Having been sealed with court approval, the Compromise
Agreement has the force of res judicata between the parties and
should be complied with in accordance with its terms. Pursuant
thereto, Victoria C. de los Reyes, Corporate Secretary of the POTC,
transmitted to Mr. Magdangal B. EIma, then Chief Presidential Legal

61 1d. at 123.
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Counsel and Chairman of PCGG, Stock Certificate No. 131 dated
January 10, 2000, issued in the name of the Republic of the Philippines,
for 4,727 POTC shares. Thus, the Compromise Agreement was partly
implemented.®?

On July 5, 2005, the Africa Group, citing the decision in
G.R. No. 141796 and G.R. No. 141804, filed a Manifestation
with Ex-Parte Motion to Resolvein Civil Case No. 04-1049.%2

Also on July 5, 2005, the CA promulgated its decision in
C.A.-G.R. SPNo. 88664, dismissing the petition for certiorari
(brought to assail the dismissal by the RTC (Branch 133) of
the complaint in Civil Case No. 04-935).%

On August 18, 2005, PHILCOMSAT (Nieto Group), through
Locsin, submitted a Counter-Manifestation, contending that the
decisionin G.R. No. 141796 and G.R. No. 141804 did not operate
to automatically nullify the proceedings during the stockhol ders’
meeting of PHC on August 31, 2004.%°

On August 19, 2005, the RTC (Branch 138), apprised of the
pendency of motions for reconsideration in G.R. No. 141796
and G.R. No. 141804, held in abeyance its action upon the
parties’ respective manifestations until after the resolution of
the pending motions for reconsideration.5®

On September 7, 2005, the Court denied the motions for
reconsiderationin G.R. No. 141796 and G.R. No. 141804, stating:

Obviously, petitioners' motions for reconsideration are devoid
of merit. The mattersthey raise are mere reiterations of the previous
arguments in their petitions already considered and exhaustively

62 1d. at 123-124.
63 1d. at 124.

64 1d. at 180-188; penned by Associate Justice Conrado M. Vasquez,
Jr. (later Presiding Justice, but since retired), with the concurrence of
Associate Justice Rebecca De Guia-Salvador and Associate Justice Aurora
Santiago Lagman (retired).

65 1d. at 124.
66 1d. at 124-125.



VOL. 713, JULY 3, 2013 305

Phil. Overseas Telecommunications Corp., et al. vs. Africa, et al.

passed upon in our July 27, 2005 (sic) Decision. Indeed, we find no
cogent reason to deviate from our Decision.

As regards the second incident, respondent Bildner seeks a
clarification on the effect of the TRO, issued by this Court on March
29, 2000, restraining the implementation of the challenged
Sandiganbayan Resolution dated December 20, 1999 in Civil Case
No. 0009.

It may berecalled that in our June 15, 2005 Decision, we dismissed
these consolidated petitions assailing the Sandiganbayan Resolution
of December 20, 1999. This Resolution (1) denied petitioners’ separate
motions to vacate the Sandiganbayan Order dated June 8, 1998
approving the Compromise Agreement; (2) declared the 5,400 POTC
shares registered in the names of petitioners IRC and MLDC null
and void as they categorically admitted that such shares are
ill-gotten wealth of deposed President Marcos and his Family, and
that the same were surrendered to the Government which now owns
the same; and (3) ordered the Corporate Secretary of POTC, within
10 days from receipt of the Resolution, to issue 4,727 POTC shares
in the name of the Republic, and 673 POTC shares in the name of
Potenciano llusorio, pursuant to the approved Compromise Agreement.
In compliance with the Sandiganbayan Resolution, Atty. Victoria
C. de los Reyes, Corporate Secretary of the POTC, on January 10,
2000, transmitted to Mr. Justice Magdangal B. Elma, then Chief
Presidential Legal Counsel and Chairman of Philippine Commission
on Good Government (PCGG), Stock Certificate No. 131 (of even
date) issued in the name of the Republic of the Philippines, for
4,727 POTC shares. Thus, the Compromise Agreement was partly
implemented.

In her present motion for clarification, respondent Bildner alleges
inter alia that, on March 29, 2000 or more than two (2) months
after the Compromise Agreement had been implemented on January
10, 2000, this Court issued a TRO restraining its implementation.

There is no need for us to make a clarification being sought by
respondent Bildner in her motion. Suffice it to say that when the
TRO was issued on March 29, 2000, the Sandiganbayan Resolution
of December 20, 1999 directing the issuance of POTC sharesin the
names of the Republic and Potenciano Ilusorio in accordance with
the Compromise Agreement had been partially implemented on
January 10, 2000 or more than two (2) months earlier by POTC
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Corporate Secretary VictoriaC. delos Reyes. She already transmitted
to then PCGG Chairman Magdangal B. Elma Stock Certificate
No. 131 issued in the name of the Republic of the Philippines, for
4,727 POTC shares. This was never mentioned by petitioners in
their petitions. In fact, even before the petitions in these cases were
filed, the implementation of the Compromise Judgment had been
partially effected. We were thus misled in issuing the TRO. In any
case, the TRO has become moot and academic, the same having no
more legal force as the act sought to be restrained had been partially
implemented and considering our Decision in this case.

WHEREFORE, petitioners’ instant motions for reconsideration
are DENIED with FINALITY. On respondent Bildner’s motion for
clarification, the same is considered moot and academic.®’

In the meantime, the RTC (Branch 138) required the parties
to submit their respective memoranda in Civil Case No. 04-
1049. Both parties complied.®®

On September 14, 2005, the Africa Group brought a special
civil action for certiorari and prohibition in this Court assailing
the decision promulgated on July 5, 2005 in C.A.-G.R. SP No.
88664 (G.R. No. 171799).%°

On September 22, 2005, POTC and PHILCOMSAT (Africa-
Ilusorio Group) elected a new set of Directors and Officers.
Ma. Erlindal. Bildner was el ected as the Chairman of the Boards
of Directors of both POTC and PHILCOMSAT.™

On September 26, 2005, POTC and PHILCOMSAT (Nieto
Group) initiated a Complaint for injunction and damages with
prayer for TRO and WPI in the Sandiganbayan (SB Civil Case
No. 0198)."

57 1d. at 125-126.
% 1d. at 126.

9 |d.

70 d.
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The Sandiganbayanissued aTRO in SB Civil Case No. 0198,
enjoining the Africa-1lusorio Group from acting as Officers and
Directors of POTC and PHILCOMSAT."

On June 5, 2006, the Court dismissed G.R. No. 171799, viz:

Considering the allegations, issues and arguments adduced in
the petition for certiorari and prohibition with prayer for writ of
preliminary injunction and/or temporary restraining order dated 14
September 2005, the Court Resolves to DISMISS the petition for
failureto sufficiently show that the questioned judgment of the Court
of Appeals is tainted with grave abuse of discretion.”™

On October 14, 2006, the RTC (Branch 138) rendered its
decision in Civil Case No. 04-1049, thus:

In the case at bar, the Nieto Group did not specifically deny
plaintiff’s allegation that their votes during the 2004 annual
stockholders' meeting for POTC and Philcomsat mainly relied on
the IRC and Mid- Pasig shares. Upon the promulgation of the above-
cited Supreme Court Decision dated 15 June 2005, even as early as
1986, both IRC and Mid- Pasig corporations have no more right or
interest over the subject POTC shares which was already surrendered
by Jose'Y. Camposto the Government. Mid-Pasig and |RC themselves
were sequestered, and then voluntarily surrendered as part of the
res covered by the Campos Compromise Agreement. Insofar as Mid-
Pasig and IRC are concerned, they have already relinquished all
rights or interest over all POTC shares registered in their namesin
favor of the Republic represented by PCGG, even as early as 1986.
Hence, the Supreme Court Decision, in effect, invalidates the el ections
held by the Nieto Group in the annual stockholders' meeting of
POTC and Philcomsat on 5 August 2004 and 9 August 2004, for
not having the majority control of the said corporation. In turn, the
defendant Nieto Group could not have, therefore, issued a valid
proxy nor could they have appointed defendant Locsin as Philcomsat’s
representative to the PHC annual stockholders’ meeting.

WHEREFORE, judgment is hereby rendered invalidating the proxy
issued in favor Manuel Nieto and/or defendant Locsin for purposes

2 4.
7 1d. at 130.
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of the Annual Stockholders' Meeting for the year 2004 and declaring
the proxy issued in favor of Victor V. Africa for the said purpose,
valid. Corollarily, the elections held and the proclamation of winners
during the annual stockholders' meeting of defendant PHC held on
31 August 2004 is hereby annulled.™

On October 23, 2006, the RTC (Branch 138) dismissed Civil
CaseNo. 01-840 for lack of jurisdiction. Subsequently, the RTC
(Branch 138) denied the petitioners Motion for Reconsideration,
and treated it instead as a notice of appeal.”™

OnMarch 1, 2007, PHC (Nieto Group) and Brodett appeal ed
the decision dated October 14, 2006 rendered in Civil Case
No. 04-1049 to the CA via a petition for review (CA-G.R. SP
NO. 98097). On March 27, 2007, the Africa-Ilusorio Groups
submitted their comment (with opposition to the application
for TRO and WPI)."®

On March 21, 2007, POTC and PHILCOMSAT (Nieto Group)
brought to the CA a petition for certiorari (with prayer for
TRO and WPI), similarly assailing the decision rendered on
October 14, 2006 in Civil Case No. 04-1049 (C.A.-G.R. SP
No. 98399).”

On March 27, 2007, PHILCOMSAT (Africa Group) sought
the execution of the decision rendered on October 14, 2006 in
Civil Case No. 04-1049 by the RTC (Branch 138). Although
on April 4, 2007, PHC (Nieto Group), Locsin and Brodett opposed
the motion for execution, the RTC (Branch 138) granted the
motion on April 12, 2007, to wit:

WHEREFORE, premises considered, the Court hereby grants the
plaintiff’s Motion. Let a writ of execution be issued directing the
implementation of the following orders:

7 1d. at 130-131.
S |d. at 131.

7 1d.

7 1d. at 132.
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1) the individuals elected by defendant Locsin in the 2004
PHC ASM, and so proclaimed to be PHC' sboard of directors, namely:
Enrique Locsin, Julio Jalandoni, Manuel Andal, Luis Lokin, Jr.,
Prudencio Somera, Jr., Manuel H. Nieto, Jr., Roberto V. San Jose,
Philip Brodett, Oliverio Laperal, Benito Araneta and Roberto Abad
and all their representatives or agents are enjoined from continuing
to act as PHC board of directors;

2) theproxy of plaintiff issued to Victor V. Africais declared
valid and thus, the individuals elected by plaintiff's proxy in the
2004 PHC ASM namely: Victor V. Africa, Erlindal. Bildner, Katrina
Ponce Enrile, Honorio Poblador 111, Federico Agcaoili, Sylvia K.
[lusorio and Jose Ma. Ozamiz are declared as the valid board of
directors of PHC; and

3) thedefendantsaredirected to render an accounting of funds
of PHC since 2004 up to the present within 15 days from the finality
of this Order.”

On April 18, 2007, PHC (Nieto Group) and Brodett filed
their Reply with Reiteration of the Urgent Application for
Temporary Restraining Order and Preliminary Injunctionin C.A .-
G.R. SPNO. 98097. On April 20, 2007, they filed a Supplemental
Petition with Urgent Application for Temporary Restraining
Order and Preliminary Injunction, alleging that, upon motion
of respondent (Africa Group), the RTC had issued an order
dated April 12, 2007 directing the issuance of awrit of execution
to implement the decision dated October 14, 2006.”

On April 18, 2007, the RTC (Branch 138) issued a writ of
execution of the decision dated October 14, 2006.8°

On April 24, 2007, the PHC (Africa Group) held an
organizational meeting of its Board of Directors pursuant to
the decision dated October 14, 2006 as well as the order dated
April 12, 2007 and the writ of execution dated April 20, 2007,
all issued in Civil Case No. 04-1049. At that organizational
meeting, Victor V. Africa, Federico R. Agcaoili, Erlinda I.

78 1d. at 132-133.
7 1d. at 133.
80 4.



310 PHILIPPINE REPORTS

Phil. Overseas Telecommunications Corp., et al. vs. Africa, et al.

Bildner, Katrina C. Ponce Enrile, Sylvia K. llusorio, Honorio
Poblador 111, Jose Ozamiz, Prudencio Somera, Pablo L obregat
and Oliverio Laperal were elected as Directors. On the same
occasion, thefollowing were el ected as Officers of PHC, namely:
Honorio Poblador |11 as Chairman; Oliverio Laperal as Vice-
Chairman; Erlinda . Bildner as President; Lorna P. Kapunan
as Vice President; Pablo Lobregat as Vice-President; Katrina
Ponce Enrile as Treasurer; Rafael Poblador as Assistant
Treasurer; John Benedict Sioson as Corporate Secretary; and
Dennis R. Manzanal as Assistant Corporate Secretary.®!

On April 30, 2007, PHILCOMSAT (Africa Group) filed an
Urgent Motion to Lift the TRO in C.A.-G.R. SP No. 98399.82

OnMay 2, 2007, PHC (Nieto Group) presented aM anifestation
in C.A.-G.R. SP NO. 98097, alleging that they were informed
that POTC and PHILCOMSAT had filed a petition dated March
14, 2007 in this Court which involved substantially the same
issues raised in C.A.-G.R. SP No. 98097.8

OnMay 10, 2007, the CA directed POTC and PHILCOMSAT
(Nieto Group) to comment on the Urgent Motion to Lift the
TRO filed in C.A.-G.R. SP NO. 98399.8

On May 17, 2007, the CA issued aresolution in C.A.-G.R.
SP No. 98097, to wit:

WHEREFORE, petitioners’ application for atemporary restraining
order/writ of preliminary injunction to enjoin the execution of the
Decision dated October 14, 2006 of the court a quo in Civil Case
No. 04-1049 ismerely NOTED as the same has been rendered moot
and academic.

The issues having been joined with the filing of the comment
and reply, the petition for review is considered submitted for decision.®

81 1d. at 133-134.
8 1d. at 134.

8 |d.

84 1d. at 135.

8 |d.



VOL. 713, JULY 3, 2013 311

Phil. Overseas Telecommunications Corp., et al. vs. Africa, et al.

On June 8, 2007, the CA dismissed the petitionin C.A.-G.R.
CV NO. 88360 for being an improper mode of appeal.®

OnJune 12, 2007, POTC and PHILCOMSAT (Nieto Group)
filed their Reply with Urgent Motion to Resolve the Application
for Preliminary Injunction in CA-G.R. SP No. 98399. The CA
gr