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CARPIO, J.:
The Case

Thisisapetition for review[1] of the Decision[2] dated 20 October 2005 and the Resolution dated 13 July 2006 of
the Court of Appealsin CA-G.R. SP No. 87370.

The Facts

On 11 November 1994, respondent Juana Z. Barbin filed with the Provincial Agrarian Reform Adjudicator
(PARAD) of Camarines Norte an action for Cancellation of Emancipation Patents, Disqualification of
Tenant-Beneficiary, Repossession and Damages. Respondent alleged that she is the owner in fee smple of an
irrigated riceland located in Barangay Guinacutan, Vinzons, Camarines Norte, with an area of 4.7823 hectares,
and that Augusto Mago, Crispin Mago, Ernesto Mago, and Pedro Mago were tenants of the subject landholding.
Respondent further alleged that petitioners violated the terms of their leasehold contracts when they failed to pay
lease rentals for more than two years, which isaground for their dispossession of the landholding.

On the other hand, petitioners alleged that the subject landholding was placed under the Operation Land Transfer
program of the government pursuant to Presidential Decree No. 27 (PD 27).[3] Respondent's title, OCT No.
P-4672, was then cancelled and the subject landholding was transferred to Augusto Mago,[4] Crispin Mago,[5]
Ernesto Mago,[6] and Pedro Mago,[7] who were issued Emancipation Patents on 20 February 1987 by the
Department of Agrarian Reform (DAR). The Transfer Certificates of Title issued to petitionerg 8] emanating from
the Emancipation Patents were registered with the Registry of Deeds on 9 February 1989. Petitioners averred that
prior to the issuance of the Emancipation Patents, they aready delivered their lease rentals to respondent. They
further alleged that after the issuance of the Emancipation Patents, the subject landholding ceased to be covered
by any leasehold contract.

In aDecision[9] dated 30 January 1997, the PARAD denied the petition for lack of merit. The PARAD found that
in her petition for retention and exemption from the coverage of the Operation Land Transfer, and cancellation of
Certificates of Land Transfer, filed before the DAR, respondent admitted that aside from the 6.7434 hectares of
riceland, she also owns other agricultural lands with an aggregate of 16.8826 hectares consisting of "cocolands.”
The PARAD held that the subject landholding is clearly covered by the Operation Land Transfer under Letter of
Instruction No. 474 (LOI 474).[10] Under LOI 474, then President Ferdinand E. Marcos directed the Secretary of
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Agrarian Reform to place under the Land Transfer Program of the government pursuant to PD 27 al tenanted
rice/corn lands with areas of seven hectares or less belonging to landowners who own other agricultural lands of
more than seven hectares in aggregate areas or lands used for residential, commercial, industrial or other urban
purposes from which they derive adequate income to support themselves and their families.

The PARAD further held that pursuant to DAR Memorandum Circular No. 6, series of 1978, payment of lease
rentals to landowners covered by the Operation Land Transfer shall terminate on the date the value of the land is
established. Thus, the PARAD held that the proper recourse of respondent isto file a claim for just compensation.

On appeal, the Department of Agrarian Reform Adjudication Board (DARAB) reversed and set aside the PARAD
Decision. The dispositive portion of the DARAB Decision dated 18 June 2004 reads:

WHEREFORE, premises considered, the Decision dated 30 January 1997 is hereby REVERSED and SET
ASIDE and anew judgment is hereby entered:

1. ORDERING the Register of Deeds of Camarines Norte to cancel EP Nos. 745, 747, and 749 issued in the
name of Augusto Mago, Ernesto Mago, and Pedro Mago respectively, and

2. DIRECTING the Municipal Agrarian Reform Officer of Vinzons, Camarines Norte, to reallocate the subject
lands to qualified beneficiaries.

SO ORDERED.[11]

The DARAB held that when the subject landholding was placed under the Operation Land Transfer, the tenancy
relationship between the parties ceased and the tenant-beneficiaries were no longer required to pay lease rentals to
the landowner. However, when petitioners entered into an agreement with respondent for a direct payment
scheme embodied in the Deeds of Transfer, petitioners obligated themselves to pay their amortizations to
respondent who is the landowner. The DARAB found that except for Crispin Mago, who had fully paid his
tillage, petitioners defaulted in their obligation to pay their amortization for more than three consecutive years
from the execution of the Deeds of Transfer in July 1991. Under DAR Administrative Order No. 2, series of 1994,
one of the grounds for cancellation of registered Emancipation Patents is when there is default in the obligation to
pay an aggregate of three consecutive amortizations in case of direct payment schemes. Thus, the DARAB ruled
that the cancellation of the Emancipation Patents issued to petitioners is warranted in this case.

Petitioners filed a motion for reconsideration, which the DARAB denied for lack of merit. Petitioners then
appealed to the Court of Appeals, which affirmed the DARAB Decision and thereafter denied petitioners motion
for reconsideration. Hence, this petition.

The Court of Appeals Ruling

The Court of Appeals held that the mere issuance of an Emancipation Patent to a qualified farmer-beneficiary is
not absolute and can be attacked anytime upon showing of any irregularity in its issuance or non-compliance with
the conditions attached to it. The Emancipation Patent is subject to the condition that amortization payments be
remitted promptly to the landowner and that failure to comply with this condition is a ground for cancellation
under DAR Administrative Order No. 02, series of 1994. The Court of Appeals found that petitioners failed to
comply with this condition since petitioners failed to prove that they have remitted the amortizations due to the
landowner in accordance with their agreed direct payment scheme embodied in the Deeds of Transfer.

The Issues

Petitioners contend that:
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- THE HONORABLE COURT OF APPEALS ERRED IN FINDING THE PETITIONERS LIABLE FOR
VIOLATING DAR ADMINISTRATIVE ORDER NO. 02, SERIES OF 1994;

- THE HONORABLE COURT OF APPEALS ERRED IN AFFIRMING THE DECISION OF THE
HONORABLE DAR ADJUDICATOR IN ORDERING THE CANCELLATION OF THE EMANCIPATION
TITLESISSUED TO THE PETITIONERS-FARMER BENEFICIARIES DESPITE THE LAPSE OF ONE (1)
YEAR WHICH RENDERS THE SAID TITLES INDEFEASIBLE PURSUANT TO THE LAW AND
JURISPRUDENCE;

- THE HONORABLE COURT OF APPEALS ERRED IN NOT CONSIDERING THE RECEIPTS
EVIDENCING PAYMENTS OF THE DISPUTED AMORTIZATION WHICH WERE FORMALLY
OFFERED AND CONSIDERED BY THE HONORABLE DAR PROVINCIAL ADJUDICATOR OF
CAMARINES NORTE (PARAD) IN DECIDING THE CASE AS SHOWN IN THE DECISION DATED
JANUARY 30, 1997.[12]

The Ruling of the Court
We find the petition without merit.

Petitioners argue that the Emancipation Patents and Transfer Certificates of Title issued to them which were
aready registered with the Register of Deeds have already become indefeasible and can no longer be cancelled.

We do not adhere to petitioners view. This Court has aready ruled that the mere issuance of an emancipation
patent does not put the ownership of the agrarian reform beneficiary beyond attack and scrutiny.[13]
Emancipation patents issued to agrarian reform beneficiaries may be corrected and cancelled for violations of
agrarian laws, rules and regulations. In fact, DAR Administrative Order No. 02, series of 1994, which was issued
in March 1994, enumerates the grounds for cancellation of registered Emancipation Patents or Certificates of
Landownership Award:

Grounds for the cancellation of registered EPs [Emancipation Patents] or CLOAs [Certificates of
Landownership Award] may include but not be limited to the following:

- Misuse or diversion of financial and support services extended to the ARB [Agrarian Reform Beneficiaries);
(Section 37 of R.A. No. 6657)

- Misuse of the land; (Section 22 of R.A. No. 6657)

- Material misrepresentation of the ARB's basic qualifications as provided under Section 22 of R.A. No. 6657,
P.D. No. 27, and other agrarian laws,

- Illegal conversion by the ARB; (Cf. Section 73, Paragraphs C and E of R.A. No. 6657)

- Sale, transfer, lease or other forms of conveyance by a beneficiary of the right to use or any other
usufructuary right over the land acquired by virtue of being a beneficiary, in order to circumvent the provisions
of Section 73 of R.A. No. 6657, P.D. No. 27, and other agrarian laws. However, if the land has been acquired
under P.D. No. 27/E.O. No. 228, ownership may be transferred after full payment of amortization by the
beneficiary; (Sec. 6 of E.O. No. 228)

- Default in the obligation to pay an aggregate of three (3) consecutive amortizations in case of voluntary land
transfer/direct payment scheme, except in cases of fortuitous events and force majeure;

- Failure of the ARBsto pay for at least three (3) annual amortizations to the LBP, except in cases of fortuitous
events and force majeure; (Section 26 of RA 6657)

- Neglect or abandonment of the awarded land continuously for a period of two (2) calendar years as
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determined by the Secretary or his authorized representative; (Section 22 of RA 6657)

- The land is found to be exempt/excluded from P.D. No. 27/E.O. No. 228 or CARP coverage or to be part of
the landowner's retained area as determined by the Secretary or his authorized representative; and

- Other grounds that will circumvent laws related to the implementation of agrarian reform program.
(Emphasis supplied)

Under Section 3 of Executive Order No. 228 (EO 228),[14] one of the modes of paying compensation to the
landowner is by direct payment in cash or kind by the farmer-beneficiaries. In this case, petitioners entered into an
agreement with respondent for a direct payment scheme embodied in the Deeds of Transfer. However, petitioners
failed to pay the amortizations to respondent landowner in accordance with their agreed direct payment scheme.
Asfound by the Court of Appeals:

There is no substantial evidence on record that the petitioners had remitted the amortizations due to the
landowner in accordance with their agreed direct payment scheme embodied in their deeds of transfer. In view
thereof, We have no recourse but to sustain the findings of fact of the agency below. x x x

Indeed, We have scrutinized the evidentiary records but found no valid reason to depart from the challenged
decision. Petitioner Pedro Mago's supposed receipts of payment to prove that he paid the amortizations due
were not even attached to the records of this case. In the case of Augusto Mago, his payment of P3,500.00 does
not clearly show that the payment was intended for the subject land. Granting that it was so, it appeared to be
for initial payment only. In Ernesto Mago's case, his heirs relied on a MARO Certification stating that Juana
Barbin had refused to accept their payment. It was, however, issued only on October 1, 2003 long after the
filing of the complaint. While P.D. 27 aims to emancipate landless farmers, it does not aso allow unjust
treatment of landowners by depriving the latter of the just compensation due.[15]

Petitioners contend that the Court of Appeals erred in finding them liable for violating DAR Administrative Order
No. 02, series of 1994. Well-settled is the rule that only questions of law can be raised in a petition for review
under Rule 45 of the Rules of Civil Procedure.[16] The factual findings of the Court of Appeals are conclusive
and cannot be reviewed on appeal, provided they are based on substantial evidence.[17] More so in this case
where the findings of the Court of Appeals coincide with those of the DARAB, an administrative body with
expertise on matters within its specific and specialized jurisdiction.[ 18]

In the first place, the Emancipation Patents and the Transfer Certificates of Title should not have been issued to
petitioners without full payment of the just compensation.[19] Under Section 2 of Presidentia Decree No.
266,[20] the DAR will issue the Emancipation Patents only after the tenant-farmers have fully complied with the
requirements for a grant of title under PD 27. Although PD 27 states that the tenant-farmers are already deemed
owners of the land they till, it is understood that full payment of the just compensation has to be made first before
title is transferred to them.[21] Thus, Section 6 of EO 228 provides that ownership of lands acquired under PD 27
may be transferred only after the agrarian reform beneficiary has fully paid the amortizations. In Corufia v.
Cinamin,[22] the Court held:

As discussed above, the laws mandate the full compensation for the lands acquired under Pres. Decree No. 27
prior to the issuance of emancipation patents. This is understandable particularly since the emancipation patent
presupposes that the grantee thereof has already complied with all the requirements prescribed by Pres. Decree
No. 27. X X X

While this Court commiserates with respondentsin their plight, we are constrained by the explicit requirements
of the laws and jurisprudence on the matter to annul the emancipation patents issued to respondents in the
absence of any proof that they or the LBP has already fully paid the value of the lands put under the coverage
of Pres. Decree No. 27. The requirement is unequivocal in that the values of the lands awarded to respondents
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must, prior to the issuance of emancipation patents be paid in full.[23] (Emphasis supplied)

In this case, both the Court of Appeals and the DARAB found that petitioners have not fully paid the
amortizations for the land granted to them. The PARAD had a similar finding when it recommended that the
proper recourse of respondent is to file a claim for just compensation. Clearly, the cancellation of the
Emancipation Patents issued to petitionersis proper under the circumstances.

WHEREFORE, we DENY the petition. We AFFIRM the Decision dated 20 October 2005 and the Resolution
dated 13 July 2006 of the Court of Appealsin CA-G.R. SP No. 87370.

SO ORDERED.

Chico-Nazario, Velasco, Jr., Nachura, and Peralta, JJ., concur.

[1] Under Rule 45 of the 1997 Rules of Civil Procedure.

[2] Penned by Associate Justice Jose Catral Mendoza with Associate Justices Jose L. Sabio, Jr. and Arturo G.
Tayag, concurring.

[BIDECREEING THE EMANCIPATION OF TENANTS FROM THE BONDAGE OF THE SOIL,
TRANSFERRING TO THEM THE OWNERSHIP OF THE LAND THEY TILL AND PROVIDING THE
INSTRUMENTS AND MECHANISM THEREFOR.

[4] Emancipation Patent No. 745.
[5] Emancipation Patent No. 746.
[6] Emancipation Patent No. 747.
[7] Emancipation Patent No. 749.

[8] CA rollo, pp. 34-43. TCT No. EP-745 was issued to Augusto Mago covering a portion of the landholding
containing an area of 8,278 square meters. TCT No. EP-747 was issued to Ernesto Mago covering a portion of the
landholding containing an area of 15,310 square meters. TCT No. EP-749 was issued to Pedro Mago covering a
portion of the landholding containing an area of 18,221 square meters. Crispin Mago was not included as
petitioner in the petition for review filed with the Court of Appeals.

[9] Roallo, pp. 43-49.

[10] LOI 474 was issued on 21 October 1976 by then President Ferdinand E. Marcos.
[11] Rallo, p. 60.

[12] Id. at 16.

[13] Mercado v. Mercado, G.R. No. 178672, 19 March 2009; Gabriel v. Jamias, G.R. No. 156482, 17 September
2008, 565 SCRA 443.

[14] EO 228, issued on 17 July 1987, provides for the manner of payment by the farmer beneficiary covered by
PD 27 and the mode of compensation to the landowner. Section 3 of EO 228 reads:

SECTION 3. Compensation shall be paid to the landowners in any of the following modes, at the point of the
landowner:
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(a) Bond payment over ten (10) years, with ten percent (10%) of the value of the land payable immediately in
cash, and the balance in the form of LBP bonds bearing market rates of interest that are aligned with 90-day
treasury hill rates, net of applicable final withholding tax. One tenth of the face value of the bonds shall mature
every year from the date of issuances until the tenth year.

The LBP bonds issued hereunder shall be eligible for the purchase of government assets to the privatized.

(b) Direct payment in cash or kind by the farmer-beneficiaries with the terms to be mutually agreed upon by the
beneficiaries and landowners and subject to the approval of the Department of Agrarian Reform; and

(c) Other modes of payment as may be prescribed or approved by the Presidential Agrarian Reform Council.
(Emphasis supplied)

[15] Rollo, pp. 36-37.

[16] Section 1, Rule 45 states that the petition shall raise only questions of law which must be distinctly set forth.
Ortegav. People, G.R. No 177944, 24 December 2008, 575 SCRA 519.

[17]Milestone Realty & Co. v. Court of Appeals, 431 Phil. 119 (2002).

[18] Ayo-Alburo v. Matobato, 496 Phil. 293 (2005); Toralba v. Mercado, 478 Phil. 563 (2004); Padunan v.
DARAB, 444 Phil. 213 (2003).

[19] Del Castillov. Orciga, G.R. No. 153850, 31 August 2006, 500 SCRA 498.

[20]PROVIDING FOR THE MECHANICS OF REGISTRATION OF OWNERSHIP AND/OR TITLE TO
LAND UNDER PRESIDENTIAL DECREE NO. 27. Issued on 4 August 1973.

[21] Peris v. Alfeche, 416 Phil. 473 (2001), citing Association of Small Landowners in the Philippines, Inc. v.
Secretary of Agrarian Reform, G.R. Nos. 78742, 79310, 79744, and 79777, 14 July 1989, 175 SCRA 343.

[22] G.R. No. 154286, 28 February 2006, 483 SCRA 507.
[23] Id. at 521-522.
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