G.R. No. 108894. February 10, 1997 (Case Brief / Digest)

**Title:** Tecnogas Philippines Manufacturing Corporation vs. Court of Appeals and
Eduardo Uy

**Facts:**

Tecnogas Philippines Manufacturing Corporation (Tecnogas), the petitioner, purchased a
parcel of land in Paranaque, Metro Manila, from Pariz Industries, Inc. in 1970, along with all
buildings and improvements on the land. Eduardo Uy, the private respondent, bought
adjacent parcels of land in 1970 and 1971. A 1971 survey discovered that part of a building
and a wall on Tecnogas’s land encroached upon Uy’s property.

After learning of the encroachment, Tecnogas offered to buy the occupied portion of Uy’s
land, which Uy refused. In 1973, they reached a private agreement for Tecnogas to
demolish part of the encroaching wall. Despite this, disputes remained, leading to various
complaints and a criminal case for malicious mischief against Uy and his wife, resulting in
the conviction of the latter.

Tecnogas filed a complaint in the Regional Trial Court of Pasay City, which ruled in its favor,
ordering Uy to sell the encroached land to Tecnogas and award damages. Uy appealed to
the Court of Appeals (CA), which reversed the lower court’s decision, concluding that
Tecnogas acted in bad faith and ordering it to pay rental for the land, remove the structures,
and pay attorney’s fees.

**[ssues:**

1. Whether Tecnogas was considered a builder in bad faith for presuming to know the
bounds of its property.

2. If the amicable settlement between the parties estopped Tecnogas from contesting the
land’s ownership.

3. The appropriateness of the CA’s order for Tecnogas to remove the structures and its
initial order for Tecnogas to pay for the land.

**Court’s Decision:**

The Supreme Court granted the petition, reversing the decisions of the Court of Appeals. It
ruled:

1. Tecnogas and its predecessor-in-interest were considered builders in good faith, as there
was no evidence to show they knew of the encroachment when the structures were built.

2. The amicable settlement did not prove Tecnogas recognized Uy’s property rights in bad
faith or waived its right under Article 448 of the Civil Code.
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3. Uy’s option to remove the offending structures was not among the remedies provided by
law. Since both parties were in good faith, their rights fall under Article 448 of the Civil
Code, giving Uy the option to either appropriate the encroachments by paying indemnity or
sell the land to Tecnogas.

**Doctrine:**

The doctrine of accession applies under Article 448 of the Civil Code, where the landowner
must choose between compensating the builder in good faith or selling the encroached
portion of the land to the builder. This principle assumes both the builder and the
landowner are in good faith unless proven otherwise. The decision reiterated the
presumption of innocence and good faith in the possession and use of property, as well as
the procedural route when dealing with encroachments in good faith.

**Class Notes:**

- Good faith in building on another’s land is presumed unless there’s clear evidence to the
contrary.

- Article 448 of the Civil Code applies when both parties are in good faith, offering the
landowner options to deal with the encroachment.

- Estoppel does not apply merely by recognizing another’s title in efforts to amicably settle
overlapping boundary disputes.

- The rights acquired through good faith by a property buyer from its predecessor extend to
dealing with encroachment issues under the doctrine of accession.

- Remedy for encroachments in good faith involves compensation or purchase options rather
than mandatory removal unless negotiated otherwise.

**Historical Background:**

This case delves into the complexities of property ownership and good faith improvements
made on encroached land. The Philippine legal system’s reliance on the doctrine of
accession and the presumption of good faith in such scenarios underscores the importance
of due diligence in property transactions and the resolution of boundary disputes. It
highlights the move towards equitable solutions rather than punitive measures in resolving
inadvertent property encroachments, reflecting the legal system’s progressive adaptation to
issues of fairness and justice in property rights conflicts.
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