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TINGA, J.:

The main issue in this Petition for Review under Rule 45 is whether the complaint below is barred by res judicata.
We find that res judicataindeed obtainsin this case, albeit of a mode different from that utilized by the trial court
and the Court of Appealsin dismissing the complaint.

The antecedent facts, as culled from the assailed Decision[1] of the Court of Appeals Tenth Division, follow.

The dispute centers on a parcel of land with an area of 703 square meters, situated in Ilagan, Isabela. On 29
October 1992, respondent as plaintiff filed a Complaint For Recovery Of Ownership And Possession With
Damages against petitioners as defendants. The complaint was docketed as Civil Case No. 673 and tried by the
Regiona Trial Court (RTC) of Ilagan, Isabela, Branch 16. In the same complaint, respondent asserted that he was
the owner of the subject property, which was then in the possession of petitioners.

On 6 November 1995, the RTC decided Civil Case No. 673 in favor of petitioners. Respondent appealed the RTC
decision before the Court of Appeals, and his appeal was docketed as CA-G.R. No. 52338.

On 25 September 1997, the Court of Appeals reversed the judgment of the RTC, and declared respondent as the
owner of the subject property. As aresult, petitioners were ordered to vacate the land. The dispositive portion of
the appellate court's decision reads:

WHEREFORE, the Decision of the trial court dated November 6, 1995 is REVERSED and SET ASIDE, and a
new one is rendered declaring the plaintiff as the owner of the land in question; and ordering the
defendants-appellees to vacate the same and jointly and severally to pay the plaintiff reasonable compensation
of P300.00 a month for the use and enjoyment of the land from June 1991 up to the time the land is vacated;
attorney's fees of P10,000.00 and litigation expenses of P5,000.00.

Costs against the defendants-appel | ees.

SO ORDERED.[2]

The decision became final and executory after a petition for certiorari assailing its validity was dismissed by this
Court.[3] Thereafter, a Writ of Execution and Writ of Demolition was issued against petitioners, who were
ordered to demolish their houses, structures, and improvements on the property.

Petitioners as plaintiffs then filed a Complaint dated 6 July 1999 against respondent for just compensation and
preliminary injunction with temporary restraining order. The case was docketed as Civil Case No. 1090, and
heard by the same RTC Branch 16 that ruled on the first complaint. Notwithstanding the earlier pronouncement of
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the Court of Appeals, petitioners asserted therein that they were the lawful owners of the subject property[4],
athough they ultimately conceded the efficacy of the appellate court's final and executory decision. Still, they
aleged that they were entitled to just compensation relating to the value of the houses they had built on the
property, owing to their purported status as builders in good faith. They claimed that the Court of Appeas
decision did not declare them as builders in bad faith, and thus, they were entitled to be reimbursed of the value of
their houses before these could be demolished.[5] They posited that without such reimbursement, they could not
be gjected from their houses.

Respondent as defendant countered with a Motion to Dismiss, arguing that petitioners complaint was barred by
res judicata, owing to the final and executory judgment of the Court of Appeals. The Motion to Dismiss was
initially denied by the RTC in an Order dated 4 August 1999[6], and pre-trial ensued. However, before trial
proper could begin, respondent filed a motion for preliminary hearing on the affirmative defense of lack of
jurisdiction and res judicata.

This motion was resolved in an Order dated 16 February 2000, wherein the RTC declared itself "constrained to
apply the principle of resjudicata," thus reversing its earlier order. In doing so, the RTC concluded that the earlier
decision of the Court of Appeals had already effectively settled that petitioners were in fact builders in bad faith.
Citing Mendiola v. Court of Appeals,[7] the RTC held that the causes of action between the final judgment and
the instant complaint of petitioners were identical, as it would entail the same evidence that would support and
establish the former and present causes of action. Accordingly, the RTC ordered the dismissal of petitioners
complaint. The counsel for petitioners was likewise issued a warning for having violated the prohibition on
forum-shopping on account of the filing of the complaint barred by res judicata.

The finding of res judicata was affirmed by the Court of Appealsin its assailed Decision. It is this finding that is
now subject to review by this Court. Petitioners argue that since respondents Motion to Dismiss on the ground of
res judicata had aready been denied, the consequent preliminary hearing on the specia defenses which precluded
the dismissal of the complaint was null and void.[8] Petitioners also claim that there was no identity of causes of
action in Civil Case No. 673, which concerned the ownership of the land, and in Civil Case No. 1090, which
pertained to just compensation under Article 448 of the Civil Code. Even assuming that res judicata obtains,
petitioners claim that the said rule may be disregarded if its application would result in grave injustice.

We observe at the onset that it does appear that the RTC's act of staging preliminary hearing on the affirmative
defense of lack of jurisdiction and res judicatais not in regular order. Under Section 6, Rule 16 of the 1997 Rules
of Civil Procedure, the allowance for a preliminary hearing, while left in the discretion of the court, is authorized
only if no motion to dismiss has been filed but any of the grounds for a motion to dismiss had been pleaded as an
affirmative defense in the answer. In this case, respondents had filed a motion to dismiss on the ground of res
judicata, but the same was denied. They thus filed an answer alleging res judicata as a specia affirmative defense,
but later presented a Motion for Preliminary Hearing which was granted, leading to the dismissal of the case.

The genera rule must be reiterated that the preliminary hearing contemplated under Section 6, Rule 16 applies
only if no motion to dismiss has been filed. Thisis expressly provided under the rule, which relevantly states "[i]f
no mation to dismiss has been filed, any of the grounds for dismissal provided for in [Rule 16] may be pleaded as
an affirmative defense in the answer and, in the discretion of the court, a preliminary hearing may be had thereon
as if a motion to dismiss had been filed." An exception was carved out in Caifornia and Hawaiian Sugar
Company v. Pioneer Insurance,[9] wherein the Court noted that while Section 6 disallowed a preliminary hearing
of affirmative defenses once a motion to dismiss has been filed, such hearing could nonetheless be had if the trial
court had not categorically resolved the motion to dismiss.[10] Such circumstance does not obtain in this case,
since thetrial court had already categorically denied the motion to dismiss prior to the filing of the answer and the
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motion for preliminary hearing.

We observe in this case that the judge who had earlier denied the motion to dismiss, Hon. Teodulo E. Mirasol,
was different from the judge who later authorized the preliminary hearing,[11] Hon. Isaac R. de Alban, a
circumstance that bears some light on why the RTC eventually changed its mind on the motion to dismiss. Still,
this fact does not sanction the staging of a preliminary hearing on affirmative defenses after the denia of the
motion to dismiss. If ajudge disagrees with his/her predecessor's previous ruling denying a motion to dismiss, the
proper recourse is not to conduct a preliminary hearing on affirmative defenses, but to utilize the contested ground
as part of the basis of the decision on the merits

On the part of the movant whose motion to dismiss had aready been filed and denied, the proper remedy isto file
amotion for reconsideration of the denia of the motion. If such motion for reconsideration is denied, the ground
for the dismissal of the complaint may still be litigated at the trial on the merits.

Clearly, the denia of a motion to dismiss does not preclude any future reliance on the grounds relied thereupon.
However, nothing in the rules expressly authorizes a preliminary hearing of affirmative defenses once a motion to
dismiss has been filed and denied. Thus, the strict application of Section 6, Rule 16 in this case should cause usto
rule that the RTC erred in conducting the preliminary hearing.

However, there is an exceptional justification for us to overlook this procedura error and nonetheless affirm the
dismissal of the complaint. The complaint in question is so evidently barred by res judicata, it would violate the
primordial objective of procedural law to secure a just, speedy and inexpensive disposition of every action and
proceeding[12] should the Court allow this prohibited complaint from festering in our judicial system. Indeed, the
rule sanctioning the liberal construction of procedural rules is tailor-made for a situation such as this, when a
by-the-numbers application of the rule would lead to absurdity, such as the continued litigation of an obviously
barred complaint.

Why is the subject complaint barred by res judicata? It is uncontroverted that in the decision by the Court of
Appedsin Civil Case No. 673, it was observed:

When the occupancy of the lot by Luis Aggabao which was transmitted to his son Vivencio Aggabao, and later
transmitted to the latter's children . . . expired in April 1965, the late Vivencio Aggabao verbally begged and
pleaded to plaintiff-appellant that he be allowed to stay on the premises of the land in question as his children,
herein appellees, were still studying and it would be very hard fro them to transfer residence at that time. The
plaintiff, out of Christian fellowship and compassion, allowed the appellees to stay temporarily on the land in
guestion.

In this case, the possession of the land by the appellees derived from their father Luis Aggabao from March 31,
1955 to March 31, 1965 was by virtue of a stipulation in the deed of sale (exh. G), while their possession
derived from their father, Vivencio Aggabao, from March 31, 1965 to 1982 (the latter died in 1982) was only
by tolerance because of the pleading of Vivencio Aggabao to the plaintiff-appellant that he be alowed to stay
because of the children going to schooal. . . . [13]

Evidently, the Court of Appeals had previously ruled in the first case that as early as 1965, the father of the
petitioners (and their predecessor-in-interest) had already known that he did not own the property, and that his
stay therein was merely out of tolerance. Such conclusion in fact bolstered the eventual conclusion that
respondents were the owners of the land and that petitioners should vacate the same.

This fact should be seen in conjunction with the findings of the RTC and the Court of Appealsin this case that the
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structures for which petitioners sought to be compensated were constructed in 1989 and 1990, or long after they
had known they were not the owners of the subject property.

These premises remaining as they are, it is clear that petitioners are not entitled to the just compensation they seek
through the present complaint. Under Article 448 of the Civil Code, the builder in bad faith on the land of another
loses what is built without right to indemnity.[14] Petitioners were in bad faith when they built the structures as
they had known that the subject property did not belong to them. Are these conclusions though sufficient to justify
dismissal on the ground of res judicata?

The doctrine of res judicata has two aspects.[15] The first, known as "bar by prior judgment,” or "estoppel by
verdict," isthe effect of ajudgment as a bar to the prosecution of a second action upon the same claim, demand or
cause of action. The second, known as "conclusiveness of judgment” or otherwise known as the rule of auter
action pendant, ordains that issues actually and directly resolved in a former suit cannot again be raised in any
future case between the same parties involving a different cause of action.[16] It has the effect of preclusion of
issues only.[17]

It appears that both the RTC and the Court of Appeals deemed that the first aspect of res judicata, "bar by prior
judgment,” applied in this case[18] We hold that it is the second kind of res judicata, "conclusiveness of
judgment,” that barred the instant complaint. As previously explained by this Court:

[Clonclusiveness of judgment — states that a fact or question which was in issue in aformer suit and there was
judicialy passed upon and determined by a court of competent jurisdiction, is conclusively settled by the
judgment therein as far as the parties to that action and persons in privity with them are concerned and cannot
be again litigated in any future action between such parties or their privies, in the same court or any other court
of concurrent jurisdiction on either the same or different cause of action, while the judgment remains
unreversed by proper authority. It has been held that in order that a judgment in one action can be conclusive
as to a particular matter in another action between the same parties or their privies, it is essential that the issue
be identical. If a particular point or question isin issue in the second action, and the judgment will depend on
the determination of that particular point or question, a former judgment between the same parties or their
privies will be final and conclusive in the second if that same point or question was in issue and adjudicated in
the first suit. Identity of cause of action is not required but merely identity of issues.[19]

Stated differently, any right, fact, or matter in issue directly adjudicated or necessarily involved in the
determination of an action before a competent court in which judgment is rendered on the merits is conclusively
settled by the judgment therein and cannot again be litigated between the parties and their privies whether or not
the claim, demand, purpose, or subject matter of the two actions is the same.[20]

Indeed, in cases wherein the doctrine of "conclusiveness of judgment” is applicable, there is, as in the two cases
subject of this petition, identity of parties but not of causes of action. The judgment is conclusive in the second
case, only as to those matters actually and directly controverted and determined, and not as to matters merely
involved therein.[21] Herein, the fact that petitioners were in possession in bad faith as early as 1965 was already
determined in the first case. In order that they could successfully litigate their second cause of action, petitioners
will have to convince that they were in possession in good faith at the time they built their structures, an argument
that deviates the previous determination made in the final judgment that resolved the first case.

The reasons for establishing the principle of "conclusiveness of judgment” are founded on sound public policy,
and to grant this petition would have the effect of unsettling this well-settled doctrine. It is allowable to reason
back from a judgment to the basis on which it stands, upon the obvious principle that where a conclusion is
indisputable, and could have been drawn only from certain premises, the premises are equally indisputable with
the conclusion.[22] When a fact has been once determined in the course of a judicial proceeding, and a final
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judgment has been rendered in accordance therewith, it cannot be again litigated between the same parties without
virtually impeaching the correctness of the former decision, which, from motives of public policy, the law does
not permit to be done.[23]

Contrary to the holdings of both courts below, in the case of Mendiola v. Court of Appeals[24] which they relied
upon, this Court observed that the causes of action in the two cases involved were so glaringly similar that it had
to affirm the dismissal of the second case by virtue of the "bar of former judgment rule.”

One final note. Petitioners, in their Reply before this Court, raise the argument that assuming that they were
builders in bad faith, respondents should likewise be considered as being in bad faith, as the structures were built
with their knowledge and without their opposition. That being the case, Article 453 of the Civil Code would apply
to the effect both parties could thus be deemed as being in good faith. Accordingly, petitioners would still be
entitled to compensation on the structures they built.

We are disinclined to accord merit to this argument. For one, it was raised for the first time in the Reply before
this Court. It was not even raised in the Complaint filed with the RTC, hence it could not be said that petitioners
cause of action is grounded on Article 453. Issues not previously ventilated cannot be raised for the first time on
appeal[25], much less when first proposed in the reply to the comment on the petition for review. Even assuming
the issue is properly litigable, the Court can find no basis to declare that respondents were in bad faith as a matter
of fact. Certainly, nothing in the first decision of the Court of Appeals conclusively establishes that claim, its
factual determination being limited to the finding that petitioners alonewere had been in possession of the
property in bad faith. We are not wont to ascribe points of fact in the said decision which were not expressly
established or affirmed.

WHEREFORE, the petition is DENIED. Costs against petitioners.

SO ORDERED.
Puno, (Chairman), AustriaMartinez, Callgjo, Sr., and Chico-Nazario, JJ., concur.

[1]Dated 28 February 2002. Decision penned by Justice A.G. Tolentino, concurred in by Justices C.M. Reyes and
A .B. Reyes.

[2] Rollo, p. 19.

[3]ld. at 41.

[4] Id. at 39.

[5]1d. at 41.

[6] Id. at 58-59. Order penned by Judge Teodulo E. Mirasol.
[7] Cited as 258 SCRA 492.

[8]Rallo, p. 15.

[9] 399 Phil. 795 (2000)

[10]1d. at 803-804.

[11] The judge who rendered the 4 August 1999 Order was Hon. Teodulo E. Mirasol, while the judge who penned
the orders dated 23 October 1999 and 16 February 2000 was Isaac R. de Alban.
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[12] See Section 6, Rule 1, 1997 Rules of Civil Procedure.
[13] Supranote 2 at 114-115.

[14] See Article 448, Civil Code. "The owner of the land on which anything has been built, sown or planted in
good faith, shall have the right to appropriate as his own the works, sowing or planting, after payment of the
indemnity provided for in articles 546 and 548, or to oblige the one who built or planted to pay the price of the
land, and the one who sowed, the proper rent. However, the builder or planter cannot be obliged to buy the land if
its value is considerably more than that of the building or trees. In such case, he shal pay reasonable rent, if the
owner of the land does not choose to appropriate the building or trees after proper indemnity. The parties shall
agree upon the terms of the lease and in case of disagreement, the court shall fix the terms thereof.”

[15] See NHA v. Baello, G.R. No. 143230, 30 August 2004, 437 SCRA 86.

[16] Chuav. Victorio, G.R. No. 157568, 18 May 2004, 428 SCRA 447. See also Section 47(c), Rule 39, 1997
Rules of Civil Procedure.

[17] F. REGALADO, Vol. 1, p. 472.

[18] Both the RTC and the Court of Appeals cited the four requisites that characterize "bar by prior judgment”,
namely: (a) the finality of the former judgment; (b) such former judgment being rendered by a court that had
jurisdiction over the subject matter and the parties; (¢) the former judgment must be a judgment on the merits; and
(d) there must be as between the first and second causes of actions identity of parties, subject matter and cause of
action.

[19]Caaang v. Register of Deeds of Quezon City, G.R. No. 76265, 11 March 1994, 231 SCRA 88, 100. See also
Intestate Estate of the Late Don Mariano San Pedro y Esteban v. Court of Appeals, 265 SCRA 733 (1996).

[20] Dapar v. Biascan, G.R. No. 141880, 27 September 2004, 439 SCRA 179.
[21] See Heirs of Pael v. Court of Appeals, G.R. Nos. 133547 & 133843, 11 November 2003, 415 SCRA 451.
[22] Kidpaosvs. Baguio Gold Mining Co., 122 Phil. 249 (1965).

[23] NHA v. Baello, supra note 15; citing Kidpalos v. Baguio Gold Mining Co, 122 Phil. 249 (1965), and Burlen
v. Shannon, 99 Mass. 200, 96 (1868).

[24] Supranote 7.

[25] See e.g., R. P. Dinglasan Construction v. Atienza, G.R. No. 156104, 29 June 2004, 433 sCRA 263 citing
Tinio v. Manzano, 307 SCRA 460 (1999); Mandlili v. Court of Appeals, 280 SCRA 372 (1989); Ruby
International Corporation v. Court of Appeals, 284 SCRA 445 (1998).
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