
BATAS.ORG · PHILIPPINE LAW LIBRARY

DECISIONS / SIGNED RESOLUTIONS · FIRST DIVISION · SEPTEMBER 13, 2012

HEIRS OF LEONARDO BANAAG, NAMELY: MARTA R. BANAAG,
TERESITA B. MENDOZA, HONORATO R. BANAAG, IMELDA R.
BANAAG, DIOSDADO R. BANAAG, PRECIOSA B. POSADAS, AND
ANTONIO R. BANAAG, SPO...

G.R. No. 187801. September 13, 2012

Ponente: REYES, J.

Read online (full-text search, related cases, audio case brief): https://batas.org/library/g-r-no-187801/

REYES, J.:

Before the Court is a petition[1] dated June 15, 2009 praying for the reversal of the Orders dated July 7, 2008[2]
and March 23, 2009[3] of the Regional Trial Court (RIC), Tagum City, Davao Del Norte, Branch 30, in Civil
Case No. 3867 entitled Heirs of Leonardo Baanaag, et al. v. AMS Farming Corporation and Land Bank of the
Philippines. The assailed Order dated July 7, 2008, dismissed the complaint for the determination of ownership
over the standing crops and improvements on several parcels of agricultural land, on the ground of
forum-shopping. The assailed Order dated March 23, 2009, on the other hand, denied reconsideration.

The Antecedent Facts

The petitioners were the owners and/or heirs of the owners of several parcels of land located at Sampao,
Kapalong, Davao Del Norte, detailed as follows:

Name of Landowner

Transfer Certificate of Title No.

Land Area (in hectares)

TERESITA MENDOZA

T-9891

10

TERESITA MENDOZA

T-7778

34

LEONARDO BANAAG (T-16604)

T-7775

54.1748

TERESITA AND PEDRO MENDOZA
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(T-16748) T-7894

10

HONORATO BANAAG (T-16605)

T-7776

25.51234

From 1970 to 1995, the lands were leased to respondent AMS Farming Corporation (AMS), which devoted and
developed the same to the production of exportable Cavendish bananas, and introduced thereon the necessary
improvements and infrastructures for such purpose.[5] When the lease contract expired, it appears that a
Memorandum of Agreement (MOA) was executed by the parties extending the term of the lease until September
30, 2002.

In 1999, the lands were placed under the coverage of the Compulsory Acquisition Scheme of the Comprehensive
Agrarian Reform Program (CARP). Pursuant to its mandate, the Land Bank of the Philippines (LBP) determined
the value of the raw lands as follows:

Transfer Certificate of Title No.

Land Area in hectares

LBP Valuation

T-9891

10

[P] 689,865.62

T-7775

54.1748

3,880,041.73

T-7778

28.4207

1,798,523.29

T-7894

10

668,043.17

T-7776

19.1197

1,375,153.126

When the petitioners rejected the valuation, the matter was referred for summary administrative proceedings for
the fixing of just compensation to the Office of the Regional Agrarian Reform Adjudicator (RARAD), Davao del
Norte.[7] On July 31, 2000, the RARAD rendered a Decision adopting the amount of just compensation
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determined by the LBP.[8]

The present controversy arose when the petitioners, as landowners, and AMS, as lessee, both demanded for just
compensation over the standing crops and improvements planted and built on the lands.

The Claim of AMS

In the same RARAD proceedings, AMS filed on June 10, 2003, an Urgent Motion to Value the Standing Crops
and Improvements[9] alleging that it is the owner of the crops and improvements on the land by virtue of its MOA
with the petitioners. On June 29, 2004, the RARAD issued an order directing LBP to submit a valuation of the
standing crops. In compliance therewith, LBP manifested the amount of P32,326,218.82.[10]

The petitioners sought to intervene with their own claim for ownership but their Motion for Leave to File
Complaint-In-Intervention[11] was denied by the RARAD on July 8, 2004, for the reason that the valuation of the
standing crops in favor of AMS has long been resolved. However, the petitioners were instructed to instead plead
their claim for valuation of the improvements in an appropriate initiatory proceeding.[12]

On December 11, 2006, the RARAD issued a Consolidated Decision[13] setting aside its earlier Decision dated
July 31, 2000 and ruled anew on the just compensation, not only for the raw lands, but for the standing crops and
improvements thereon as well. Just compensation for the lands was awarded to the petitioners as landowners,
while just compensation for the crops and improvements was awarded to AMS, thus:

WHEREFORE, premises considered, judgment is hereby rendered setting aside the previous Decisions
rendered in these cases and a new Consolidated Decision is rendered declaring the amounts indicated below as
the just compensation of the subject landholdings as follows:

Title No.

Value of raw Land

Value of the standing Crops
and other Improvements

T-9891

[P] 689,865.62

[P] 8,101,840.50

T-7775

3,880,041.73

44,379,299.00

T-7778

1,798,523.29
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23,843,838.00

T-7894

688,043.17

7,695,784.80

T-7776

1,375,153.12

15,651,806.00

Directing LBP to pay AMS the value of the standing crops and other improvements and pay the corresponding
owners of the value of their landholdings.

SO ORDERED.[14]

From this decision, the petitioners and LBP pursued an appeal before the Department of Agrarian Reform
Adjudication Board (DARAB) Central Office but, their notice of appeal was denied due course for being an
improper remedy. The denial was embodied in an Order[15] dated February 5, 2007. In so denying, the RARAD
explained that an appeal from a RARAD decision must be filed with the RTC acting as a Special Agrarian Court
(SAC) pursuant to Section 11, Rule XIII of the 1994 DARAB Rules of Procedure. In the same order, the RARAD
issued a writ of execution directing the Department of Agrarian Reform (DAR) sheriffs[16] to execute the
Consolidated Decision dated December 11, 2006.

Conformably with the writ of execution, the DAR sheriffs sent a Request to Allocate and Release the Amount of
P99,672,568.30 from the Agrarian Reform Fund[17] to the President of LBP.

On March 28, 2007, LBP applied for an injunction[18] with the DARAB seeking, in the main, to restrain the
enforcement of the RARAD Consolidated Decision dated December 11, 2006 and to elevate its appeal to the
DARAB. In its Resolution[19] dated October 24, 2007, the DARAB granted the injunction.

The Claim of the Petitioners

Meanwhile, the petitioners filed on February 16, 2005, their claim of ownership over the standing crops and
improvements on the subject lands with the RARAD of Region XI, Ecoland, Davao City.[20] The petitioners
averred that the lease contract with AMS already expired in 1995 and thus they automatically became the owners
of the standing crops and the improvements constructed on the subject lands. They alleged that pursuant to the
lease contract, the only right or option of AMS is to remove the buildings, facilities, equipment, machineries and
similar structures and improvements on the leased premises and since AMS failed to exercise such option, the
petitioners now own the standing crops and improvements. They denied signing a MOA and averred that a certain
Martha Banaag signed the same without their consent. They prayed that the just compensation for the standing
crops and improvements, after a determination made by the LBP, be awarded to them.
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In its answer,[21] AMS insisted on the validity of the MOA. It also bolstered its claim of ownership by averring
that it registered the crops and improvements on the land in its name for taxation purposes.

In a Consolidated Decision[22] dated October 17, 2005, the RARAD dismissed the petitioners’ claim. The
ownership of the standing crops and improvements and just compensation therefor were awarded to AMS, on the
basis of these findings, viz: (1) the improvements were introduced and constructed by AMS; (2) the right to
remove the improvements accorded to AMS by the contract of lease is a clear indication that it is the owner
thereof; (3) AMS was, in effect, a planter in good faith who must be indemnified for its works pursuant to Article
448 of the Civil Code; and (4) AMS secured tax declarations and paid the corresponding realty taxes for the crops
and improvements.

The petitioners sought reconsideration[23] but their motion was denied in the RARAD Resolution dated February
2, 2006.[24]

The petitioners filed a Notice of Appeal[25] with the RARAD expressing their desire to appeal its Consolidated
Decision dated October 17, 2005 to the DAR Secretary, but was denied due course in an Order[26] dated March
23, 2006, on the ground of wrong venue and absence of a certification on non-forum shopping. In the same Order,
the RARAD granted the Motion for Entry of Final and Executory Decision of AMS.

The petitioners moved for reconsideration but their motion was again denied in an Order[27] dated June 8, 2006.
Consequently, the Consolidated Decision dated October 17, 2005 was entered in the books of entries of judgment
on October 12, 2006.[28]

Unrelenting, the petitioners filed on June 22, 2007, before the RTC of Tagum City, Davao Del Norte, Branch 30,
herein Civil Case No. 3867 against AMS for the determination of the rightful owner of the standing crops and
improvements planted and/or built on the subject lands.[29]

Resisting the claim of the petitioners, AMS moved for the complaint’s dismissal on the following grounds: (a) it
is barred by the prior judgment of the DARAB; (b) the petitioners have no cause of action against AMS; (c) the
petitioners are guilty of forum-shopping; and (d) not all the petitioners have signed the verification and
certification of the complaint.[30]

In the assailed Order dated July 7, 2008, the RTC granted the motion to dismiss. Upholding the contentions of
AMS, the RTC found the petitioners guilty of forum-shopping because the subject matter and the parties before it
were similarly involved in the proceedings before the DARAB. The RTC also ruled that the petitioners should
have appealed the DARAB’s findings with the RTC acting as a SAC instead of initiating the herein civil suit. The
petitioners moved for reconsideration but the motion was denied in the assailed Order dated March 23, 2009.
From such denial, the petitioners directly interposed the present recourse.

The petitioners argue that no valid prior judgment bars their complaint before the RTC because the DARAB had
no jurisdiction over the issue of ownership on the standing crops and improvements on the subject lands and as
such, its Decisions dated October 17, 2005 and December 11, 2006 were void. They anchor their contentions in
the Court’s pronouncement in the similar case of Land Bank of the Philippines v. AMS Farming Corporation[31]
promulgated on October 15, 2008.

In its Comment,[32] the LBP, through the Office of the Solicitor General (OSG), prayed for the dismissal of the
present petition on procedural and substantive grounds, to wit: (a) the petition was filed only on June 16, 2009 or
beyond the extension granted by the Court for the filing of the same which expired on June 10, 2009; (b) factual
issues, which necessitate a trial, must be initially resolved before the legal issue on ownership of the standing
crops and improvements can be determined; and (c) the petitioners violated the rule against forum-shopping when
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they failed to disclose that proceedings before the DARAB were conducted involving the similar issue of
ownership over the standing crops and improvements on the subject lands.

AMS, on the other hand, essentially re-pleads its contentions raised before the RTC and adds that the petition
ought to be dismissed since it does not indicate under what rule it was filed and that is not sanctioned by any of
the modes of appeal under the Rules of Court, specifically Rules 45 and 65 thereof.[33]

The Ruling of the Court
The procedural issues hoisted by the respondents in entreating the outright dismissal of the petition must be
preliminarily resolved.

The petition is deemed filed under
Rule 45 of the Rules of Court.

The fact that the present petition did not specify the rule by which it was filed does not ipso facto merit its outright
dismissal. As ruled in Mendoza v. Villas,[34] the Court has the discretion to determine whether a petition was
filed under Rule 45 or 65 of the Rules of Court in accordance with the liberal spirit permeating the Rules of Court
and in the interest of justice.

The Court cannot treat the instant petition as filed under Rule 65 of the Rules of Court as such would breach the
principle of hierarchy of courts, which espouses:

This Court’s original jurisdiction to issue writs of certiorari is not exclusive. It is shared by this Court with
Regional Trial Courts and with the Court of Appeals. This concurrence of jurisdiction is not, however, to be
taken as according to parties seeking any of the writs an absolute, unrestrained freedom of choice of the court
to which application therefor will be directed. There is after all a hierarchy of courts. That hierarchy is
determinative of the venue of appeals, and also serves as a general determinant of the appropriate forum for
petitions for the extraordinary writs. A becoming regard for that judicial hierarchy most certainly indicates that
petitions for the issuance of extraordinary writs against first level (“inferior”) courts should be filed with the
Regional Trial Court, and those against the latter, with the Court of Appeals. x x x This is [an] established
policy. It is a policy necessary to prevent inordinate demands upon the Court’s time and attention which are
better devoted to those matters within its exclusive jurisdiction, and to prevent further over-crowding of the
Court’s docket.[35] (Emphasis supplied)

While a direct invocation of the Court’s power to issue a writ of certiorari may be allowed on special and
important reasons, none of such instances, however, are obtaining in the petition at hand.

Nonetheless, the petition may be considered pursued under Rule 45. Three (3) modes of appeal are available to a
party aggrieved by a decision of the RTC rendered in the exercise of its original jurisdiction, to wit: (1) by
ordinary appeal or appeal by writ of error under Rule 41 taken to the CA on questions of fact or mixed questions
of fact and law; (2) by petition for review under Rule 42 to the CA on questions of fact, of law, or mixed
questions of fact and law; and (3) by petition for review on certiorari to the Supreme Court under Rule 45 only on
questions of law.[36] Clearly, direct recourse to the Court, as in the instant case, is allowed for petitions filed
under Rule 45 when only questions of law are raised.

There is a question of law if the issue raised is capable of being resolved without need of reviewing the probative
value of the evidence. The issue to be resolved must be limited to determining what the law is on a certain set of
facts. [37]

A perusal of the arguments in the petition shows that the only question posed is with respect to the jurisdiction of
the DARAB over the determination of ownership of standing crops and improvements introduced by the lessee of
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an agricultural land placed under CARP coverage. The question is evidently one of law as it invites the
examination and interpretation of the provisions of the Comprehensive Agrarian Reform Law (CARL) and that of
the Civil Code provisions on lease vis-à-vis the lease contract between the petitioners and AMS. It does not
require a calibration of any evidence for its resolution.

Considerations of substantial justice override the procedural consequence of the belated filing of the petition.

The petitioners received a copy of the RTC Order dated March 23, 2009 on May 11, 2009, which means that they
had fifteen (15) days or until May 26, 2009 to file a petition for review under Rule 45. On May 15, 2009, they
requested for an extension of thirty (30) days or until June 10, 2009 within which to file a petition. On June 16,
2009 or six (6) days from the expiration of the extended period, the petitioners lodged the present petition. For
such belated filing, LBP proffers that the petition should be dismissed.

Again, the Court takes a liberal stance. Oft-repeated is the rule that being a few days late in the filing of the
petition for review does not automatically warrant the dismissal thereof.[38] Moreover, strong considerations of
substantial justice manifest in the petition deem it imperative for the Court to relax the stringent application of
technical rules in the exercise of its equity jurisdiction.[39] After all, the policy of our judicial system is to
encourage full adjudication of the merits of an appeal.[40] A definitive settlement of the ownership over the
contested crops and improvements is essential to the effective implementation of the CARL particularly, the
payment of just compensation. Such compensation entails an enormous amount of money from the coffers of the
government and it is only proper for the Court to ensure that such amount is paid to the rightful owner.

Courts should not be so strict about procedural lapses that do not really impair the proper administration of
justice. The higher objective of procedural rule is to insure that the substantive rights of the parties are protected.
Litigations should, as much as possible, be decided on the merits and not on technicalities.[41]

The Court will now proceed to discuss the substantial merits of the petition.

Petitioners did not commit
forumshopping.

Forum-shopping is the “institution of two (2) or more actions or proceedings grounded on the same cause on the
supposition that one or the other court would make a favorable disposition” or “the act of a party against whom an
adverse judgment has been rendered in one forum, of seeking another (and possibly favorable) opinion in another
forum other than by appeal or the special civil action of certiorari.” The test to determine whether forum-shopping
exists is whether the elements of litis pendencia are present or where a final judgment in one case will amount to
res judicata in the other.[42]

Res judicata, on the other hand, means a matter or thing adjudged, judicially acted upon or decided, or settled by
judgment. Its requisites are: (1) the former judgment or order must be final; (2) the judgment or order must be one
on the merits; (3) it must have been rendered by a court having jurisdiction over the subject matter and parties;
and (4) between the first and second actions, there must be identity of parties, subject matter, and causes of
action.[43]

The third element of res judicata is palpably wanting in this case in view of the Court’s pronouncements in Land
Bank.[44]

In Land Bank, the same respondent AMS was the lessee of an agricultural land owned by Totco Credit
Corporation (TOTCO). AMS developed a banana plantation on the land and introduced thereon necessary
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improvements and infrastructures. During the term of the lease, the land was placed under the coverage of the
CARP. The valuation for the just compensation of the land awarded to TOTCO included the standing crops and
the improvements thereon. The RTC, acting as a SAC, found AMS to be the owner of the crops and
improvements, hence, entitled to the value thereof.[45]

The Court held, however, that AMS had no right to just compensation under the CARL for the standing crops and
improvements it introduced as a lessee on the agricultural land of TOTCO. It cannot claim just compensation
from the LBP; instead, its remedy is to go after the lessor, TOTCO, pursuant to their lease contract being a lessee
deprived of the peaceful and adequate enjoyment of the land during the lease period. The recourse of AMS was
the Civil Code provisions on lease and not the provisions of the CARL. As a mere lessee and not an owner of the
sequestered agricultural land, AMS had no right under the CARL to demand for just compensation for its standing
crops and improvements from the LBP. Its rights as a lessee are totally independent of and unaffected by any
judgment rendered in an agrarian case.[46]

The Court further explained that the CARL does not contain any proviso recognizing the rights of a lessee of a
private agricultural land to just compensation for the crops it planted and improvements it built. Just
compensation for the produce and infrastructure of a private agricultural land logically belongs to the landowner
since the former are part and parcel of the latter, viz:

[E]ven after an exhaustive scrutiny of the CARL, the Court could not find a provision therein on the right of a
lessee of a private agricultural land to just compensation for the crops it planted and improvements it built
thereon, which could be recognized separately and distinctly from the right of the landowner to just
compensation for his land. The standing crops and improvements are valued simply because they are
appurtenant to the land, and must necessarily be included in the final determination of the just compensation
for the land to be paid to the landowner. Standing crops and improvements, if they do not come with the land,
are totally inconsequential for CARP purposes.

x x x x

x x x [T]he CARL does not specially govern lease contracts of private agricultural lands. So that for the
determination of the rights of AMS as a lessee in a lease contract terminated by the sale of the leased property
to a third person (regardless of the fact that the third person was the Republic and the sale was made pursuant
to the CARP), the Court resorts to the general provisions of the Civil Code on lease contracts; and not the
CARL.[47]

The foregoing doctrines may be applied in interpreting the legal efficacy of the declarations made by the DARAB
in its Consolidated Decisions dated October 17, 2005 and December 11, 2006 notwithstanding that the same were
decreed two (2) to three (3) years before Land Bank.

Judicial decisions, as part of the law they interpret, are covered by the rule on the prospective application of
statutes. Retroactivity is, however, permissible if the decision neither: (1) overrules a previous doctrine; (2) adopts
a different view; or (3) reverses an old construction,[48] none of which characterize the pronouncement in Land
Bank.

The DARAB, therefore, has no jurisdiction to pass upon the issue of ownership over standing crops and
improvements between a landowner and a lessee. This is the clear import of the above-stated doctrines declaring
that the right of a lessor and lessee over the improvements introduced by the latter is not an agrarian dispute
within the meaning of the CARL. Consequently, there is no doubt that the DARAB cannot adjudicate the
ownership over standing crops and improvements installed by AMS in the subject agricultural parcels of land and
as such, the DARAB Consolidated Decisions dated October 17, 2005 and December 11, 2006 cannot serve as res
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judicata to Civil Case No. 3867 filed by the petitioners with the RTC.

Further, the subject DARAB decisions are not final determinations of the valuation made on the just
compensation for the raw lands and the standing crops and improvements thereon as these are only preliminary in
nature. Settled is the rule that only the RTC, sitting as a SAC, could make the final determination of just
compensation.[49] Moreover, it n1ust be stressed that just compensation for the crops and improvements is
inseparable from the valuation of the raw lands as the former are part and parcel of the latter. Even if separately
valued, these must be awarded to the landowner irrespective of the nature of ownership of the said crops and
installations. Any valuation made by the DARAB is limited only to that — a mere valuation. The tribunal is not
concerned with the nature of the ownership of the crops and improvements.

In fine, the RTC erred in dismissing the complaint tiled by the petitioners on the ground of forum-shopping. The
case must be remanded to the RTC for the reception ofthe parties' respective evidence on the issue of ownership
of the crops and improvements on the subject lands. The rights of AMS and the petitioners under their lease
contract are beyond the ambit adjudicatory powers of the DARAB. Since the lease conctract is governed by the
Civil Code provisions on lease, it is the RTC, as a court general jurisdiction that can resolve with finality the
rights of a lessor and a lessee over the improvements built by the latter.

WHEREFORE, premises considered, the petition is GRANTED. The Orders dated July 7, 2008 and, March 23,
2009 of the Regional Trial Court, Tagurn City, Davao Del Norte, Branch 30 in Civil Case No. 3867 are hereby
ANNULLED and SET ASIDE. Let the case be REMANDED the said court for further proceedings.

SO ORDERED.

Sereno, C.J., (Chairperson), Leonardo-De Castro, Bersamin, and Villarama, Jr. JJ., concur.
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Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.
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