G.R. No. 170483. April 19, 2010 (Case Brief / Digest)

### Title:
**Bungcayao Sr. vs. Fort Ilocandia Property Holdings and Development Corporation**

### Facts:

Manuel C. Bungcayao, Sr., claimed to have introduced improvements on the foreshore area
of Calayab Beach in 1978 amid the construction of Fort Ilocandia Hotel. As other
entrepreneurs followed suit, they collectively formed the D’Sierto Beach Resort Owner’s
Association, Inc. (D’Sierto). In 1980, six parcels of land in Barrio Balacad were transferred
to the Philippine Tourism Authority (PTA) under Presidential Decree No. 1704, leading to
the establishment of Fort Ilocandia Resort Hotel. By 1992, D’Sierto members, including the
petitioner, applied for a foreshore lease, receiving a provisional permit. However, a conflict
arose when Fort Ilocandia Property Holdings and Development Corporation (respondent)
filed a foreshore application in 2002 over the same area claimed by D’Sierto members,
resulting in DENR Case No. 5473.

The DENR denied D’Sierto’s applications due to encroachment claims by the respondent.
Despite an attempt to appeal, DENR Secretary Elisea G. Gozun maintained the denial.
Subsequent negotiations led by Atty. Liza Marcos resulted in an offer of PHP 400,000 to
each claimant for vacating the area, which the petitioner’s son, under alleged pressure,
accepted by signing a Deed of Assignment, Release, Waiver, and Quitclaim. The petitioner
later filed an action for the nullity of the contract, claiming his son lacked representation
authority. The respondent argued the property in dispute was within their titled land and
sought to reclaim PHP 400,000 and the property through a counterclaim.

In a pivotal turn, the trial court, on November 6, 2003, invalidated the Deed of Assignment
and mandated the return of PHP 400,000 to the respondent, a decision appealed by both
parties. The Court of Appeals later affirmed the trial court, focusing on the appropriateness
of a summary judgment in resolving the dispute.

### Issues:
1. Whether the respondent’s counterclaim is compulsory.
2. Appropriateness of summary judgment in the case.

### Court’s Decision:

The Supreme Court found merit in the petitioner’s appeal, particularly criticizing the
classification of the respondent’s counterclaim as compulsory and the application of
summary judgment. Specifically, it was determined that the counterclaim for recovery of
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possession was actually permissive and not compulsory as previously adjudged. This
miscategorization stemmed from a comprehensive analysis of the transaction’s nature and
the legal requirements for counterclaims. Ultimately, the Court modified the decision from
the Court of Appeals, dismissing the respondent’s permissive counterclaim due to the non-
payment of docket fees, thus rendering the trial court’s decision on the counterclaim as null
and void.

### Doctrine:

The Court elucidated on the distinction between compulsory and permissive counterclaims,
emphasizing the criteria for determining compulsoriness — logical relationship,
preservation under res judicata, reliance on substantially the same evidence, and logical
relation of the claims. Furthermore, it reinforced the methodology for appropriating
summary judgment, highlighting the necessity of no genuine issue as to any material fact
beyond the determination of damages.

### Class Notes:

- *¥*Compulsory vs. Permissive Counterclaims**: Understand the criteria determining
whether a counterclaim is compulsory or permissive — relation to the main claim,
implications under res judicata, common evidence, and logical connection.

- **Summary Judgment**: Recognize conditions under which summary judgment is
applicable, namely the absence of genuine factual disputes and the legal clarity of the
moving party’s entitlement to judgment.

- **Docket Fees for Permissive Counterclaims**: For a court to obtain jurisdiction over a
permissive counterclaim, the prescribed docket fees must be paid, failing which any
judgment rendered is void.

### Historical Background:

This case underscores the evolving legal intricacies surrounding land disputes and
contractual consent within the context of property development in the Philippines. It
highlights the procedural and substantive legal challenges encountered in civil litigation,
especially regarding foreshore lease applications and the authority within familial
representation. The decision also reflects the judiciary’s stance on ensuring proper
classification of counterclaims and the cautious application of summary judgments,
reinforcing the importance of judicial accuracy and fairness in procedural adjudications.
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