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SECOND DIVISION

[ G.R. No. 209376, December 06, 2017 ]

JOSE DIAZ, JR. (HEREIN SUBSTITUTED BY HIS LEGAL HEIRS
VERONICA BOLAGOT-DIAZ AND RIO ANGELA BOLAGOT-DIAZ)

AND ADELINA D. McMULLEN, PETITIONERS, V. SALVADOR
VALENCIANO, JR., [DECEASED] SUBSTITUTED BY MADELINE A.
VALENCIANO, RANIL A. VALENCIANO, ROSEMARIE V. SERRANO,

SHEILA VALENCIANO-MOLO AND JOHN-LYN VALENCIANO-
VARGAS, RESPONDENT.




D E C I S I O N

PERALTA, J.:

This is a Petition for Review on Certiorari of the Court of Appeals Decision[1] dated
April 30, 2013, which reversed and set aside the Decision[2] dated July 9, 2010 of
the Regional Trial Court of Legazpi City, and reinstated the Decision[3] dated January
5, 2010 of the Municipal Trial Court in the Cities (MTCC), dismissing the complaint
for unlawful detainer on the ground of res judicata.

The facts are undisputed.

On June 2, 1992, a complaint for unlawful detainer was filed by petitioners Jose
Diaz, Jr. and his sister Adelina D. McMullen against Salvador Valenciano Sr., the
father of respondent Salvador Valenciano Jr. In their complaint docketed as Civil
Case No. 3931, petitioners alleged that they are the lawful and registered owners of
a parcel of land (Lot No. 163-A) located at Rosario St., Old Albay, Legazpi City, and
covered by Transfer Certificate of Title (TCT) No. 20126. On the other hand,
Salvador Jr. countered that his father, Salvador Valenciano Sr., and the rest of his
family have been in open, peaceful and actual possession of the same property since
1958 when petitioner Diaz mortgaged it to Salvador Sr.

On July 30, 1992, petitioners and Salvador Sr. entered into a Compromise
Agreement where they agreed to amicably settle the civil case provided that: (a)
Salvador Sr. will vacate and surrender the property to petitioner Diaz within a period
of one-and-a-half (1 ½) years or on January 31, 1994; and (b) Diaz shall pay to
Salvador Sr. the sum of P1,600.00 on or before January 31, 1993. On August 10,
1992, the MTCC issued a Resolution approving the Agreement.

For failure of Salvador Sr. and his family to vacate the subject property in
accordance with the Compromise Agreement, Diaz filed on February 1, 1994 an Ex-
Parte Motion for Execution. The MTCC granted the motion for execution on February
4, 1994. A writ of execution was then issued, commanding the sheriff to cause
Salvador Sr., or anyone acting in his behalf, to vacate the property and surrender
complete possession thereof to Diaz.



By sheer tolerance, petitioners allegedly chose not to implement the writ of
execution, and allowed Salvador Sr. and his family to stay on the property, subject
to the condition that they will vacate the same when petitioners need it. Meanwhile,
Salvador Sr. passed away.

On February 9, 2009, or after more than fifteen (15) years from the issuance of the
writ of execution, petitioners sent a demand letter to Salvador Jr., who refused to
vacate the property despite notice.

On June 1, 2009, petitioners filed against Salvador Jr. a Complaint[4] for unlawful
detainer which was docketed as Civil Case No. 5570. Petitioners claimed to be the
lawful and registered owners of the property covered by TCT No. 20126, and subject
of the previous case for unlawful detainer docketed as Civil Case No. 3931. Attached
to their complaint was a certified copy of TCT No. 20126, Tax Declaration No.
01300117, and a Certification from the Office of the Treasurer of the City of Legaspi
stating that realty taxes for the subject property are declared in the name of Jose
and Adelina Diaz for 2008 and previous years.

In his Answer with Affirmative Defense and Counterclaim,[5] Salvador Jr. contended
that the complaint was barred by res judicata in view of the judicially-approved
Compromise Agreement in the first unlawful detainer case between petitioners and
his father, Salvador Sr. He also claimed that he and his predecessor-in-interest have
been occupying the subject property in the concept of an owner for more than forty-
five (45) years, and have declared the same in their names for taxation purposes,
paying taxes therefor. Attached to the Answer was Tax Declaration No. 02917 and
the Sworn Statement of the True Current and Fair Market Value of Real Estate
Properties both issued under the name of Salvador Sr.

On January 5, 2010, the MTCC rendered a judgment in favor of Salvador Jr.,
dismissing the complaint on the ground of res judicata. The MTCC found that there
is substantial identity of parties in the first and second unlawful detainer cases
because Salvador Jr. is the successor-in-interest of his father, who is the defendant
in the first case, and he is the new possessor of the same property subject of the
second case. With respect to the identity of the subject matter and cause of action,
the MTCC held that the first and second actions for unlawful detainer were both
based on tolerance, and that the acts of dispossession or unlawful withholding of
possession were the same wrong alleged and prayed for by petitioners in both
Complaints. The MTCC ruled that the second action is barred by res judicata
because the same evidence in the first action would support and establish the cause
of action in the second action, namely, the TCT to prove ownership, and the written
demand to vacate, as proof of breach.

Aggrieved, petitioners filed an appeal before the RTC.

On July 9, 2010, the RTC rendered a Decision, finding the appeal meritorious and
holding that the August 10, 1992 MTCC Resolution approving the Compromise
Agreement was not a judgment on the merits, hence, the principle of res judicata
does not apply. Since both parties claim ownership over Lot 163-A, the RTC made a
provisional determination that petitioners' TCT No. 20126 vested them better title
than Salvador Jr. The dispositive portion of the Decision reads:

WHEREFORE, Premises Considered, the lower court's (MTCC, Branch 3,
Legazpi City) judgment dated 05 January 2010 in Civil Case No. 5570 is



set aside, and thus this Court renders judgment, as follows, to wit:

1. Ordering the appellee Salvador Valenciano, Jr., as well as his
agents, representatives, privies, successors-in-interest, or any
other person/s claiming any right to possess under him to leave and
vacate Lot 163-A, and thereafter transfer possession of this lot to
the appellants Jose Diaz, Jr. and Adelinda D. McMullen; 




2. Ordering the appellee Salvador Valenciano, Jr. to pay rentals for the
use of Lot 163-A in the amount of 500 pesos per month from the
time that the complaint in this case was filed in court until such
time that he will vacate this lot; 




3. Ordering the appellee Salvador Valenciano, Jr. to pay the appellants
Jose Diaz, Jr. and Adelinda D. McMullen the sums of 30,000 pesos
and 20,000 pesos as attorney's fees and litigation expenses,
respectively; and 




4. Ordering the appellee Salvador Valenciano, Jr. to pay the costs of
suit.

SO ORDERED.[6]

Dissatisfied with the RTC Decision, Salvador Jr. filed a petition for review before the
Court of Appeals.

On April 30, 2013, the CA rendered a Decision, the dispositive portion of which
states:

WHEREFORE, premises considered, the instant petition is GRANTED.
The RTC Decision dated 09 July 2010 in Civil Case No. 10897 is
REVERSED and SET ASIDE. The MTCC Decision dated 05 January 2010
in Civil Case No. 5570 is thereby REINSTATED. Without costs.

SO ORDERED.[7]

The CA held that the RTC erred in ruling that there is no identity of parties in the
two unlawful detainer cases, and that there is no judgment on the merits in the first
case. Since petitioners and Salvador Sr. envisioned an end to the litigation of the
first case, subject to compliance with the respective obligations under the.
Compromise Agreement, the CA ruled that the MTCC resolution approving the
Agreement had the same effect of an ordinary court judgment, which is a judgment
on the merits that immediately became final and executory. The CA noted that there
is substantial identity of parties in both cases because Salvador Jr. is the son of the
defendant in the first case, and they have shared interest and occupied the same
property prior to the filing of such case. The CA also stated that after the issuance of
the writ of execution in the first case and the lapse of the period for its
implementation, petitioners slept on their rights for 15 years, which is beyond the
period to enforce a judgment under the Statute of Limitations; hence, estoppel by
laches bars the filing of the second case.

Unconvinced by the CA Decision, petitioners filed a motion for reconsideration which
was denied for lack of merit.



In this Petition for Review on Certiorari, petitioners argue that the CA decided a
question of substance not in accord with laws and jurisprudence when it reversed
the RTC Decision, and held that all the elements of res judicata are present.[8]

The core issue to be resolved is whether petitioners' subsequent unlawful detainer
case against Salvador Jr. involving the same property is barred by res judicata and
estoppel by laches due to a previous unlawful detainer case they had filed against
his father, which was subject of a judicially-approved Compromise Agreement that
was never executed by mere tolerance of petitioners.

Petitioners argue that the CA erred in ruling that res judicata bars the second
complaint for unlawful detainer because of the absence of three (3) elements,
namely: final judgment on the merits, identity of parties, and of cause of action.

First, petitioners assert that the Compromise Agreement was a mere consensual
contract that cannot be considered as a judgment on the merits, because there was
no actual adjudication of the respective rights, contention and issues raised by the
opposing parties.

Second, petitioners insist that there is no identity of parties in the first and second
cases for unlawful detainer because he cannot be considered as successor-in-
interest of his father Salvador Sr. Petitioners stress that prior to the death of
Salvador Sr., he had already entered into a Compromise Agreement with them
whereby he acknowledged and affirmed their legal right of possession of the subject
property. As such, it cannot be said that Salvador Jr.'s occupation of the property
was by mere transference of rights or by stepping into the shoes of his father,
because there was nothing to transmit or step into, as the Compromise Agreement
had effectively barred the same.

Third, petitioners assert that there is a variance in the cause of action in the two
unlawful detainer cases, which negates the existence of res judicata. They claim that
the occupation of Salvador Jr. is based on his own right and distinct from that of his
father. They also submit that Salvador Jr.'s occupation is akin to that made through
stealth and strategy, which is forcible entry.

In his Comment, Salvador Jr. argues that all the elements of res judicata are
present. With respect to the element of final judgment on the merits, he cites the
well-settled rule that a Compromise Agreement, once approved by order of the
court, is immediately final and executory with the force of res judicata, and becomes
more than a mere private contract binding upon the parties, as the court's sanction
imbues it with the same effect as any other judgment. Anent the element of identity
of parties, Salvador Jr. points out that he and petitioners are substantially the same
parties as those who were involved in the first unlawful detainer case, because he is
the son and successor-in-interest of the defendant in the said case.

The petition is meritorious.

Res judicata applies in the concept of "bar by prior judgment" if the following
requisites concur: (1) the former judgment or order must be final; (2) the judgment
or order must be on the merits; (3) the decision must have been rendered by a
court having jurisdiction over the subject matter and the parties; and (4) there must
be, between the first and the second action, identity of parties, of subject matter,
and of causes of action.[9]



Apart from petitioners' insistence as to the absence of the three requisites —
judgment on the merits, identity of parties, and identity of causes of action — the
presence of all the other elements of res judicata are beyond dispute. As can be
gleaned from the records and allegations in the Complaints docketed as Civil Case
Nos. 3931 and 5570, the Compromise Agreement in the first unlawful detainer case
involving the same property in Legazpi City subject of the second unlawful detainer
case, is already final and executory, as it was duly approved by the MTCC of Legazpi
City, which has jurisdiction over the ejectment case and the parties.

Anent the first disputed requisite of res judicata, a judgment is said to be "on the
merits" when it amounts to a legal declaration of the respective rights and duties of
the parties based upon disclosed facts.[10] It is that which rendered by the court
after the parties have introduced their respective evidence, with the primary
objective in view of concluding controversies or determining the rights of the
parties.[11] "Merits" has been defined as a matter of substance in law, as
distinguished from a matter of form; it refers to the real or substantial grounds of
action or defense, as contrasted with some technical or collateral matter raised in
the course of the suit.

The Court held in one case[12] that a ruling based on a motion to dismiss, without
any trial on the merits or formal presentation of evidence, can still be a judgment on
the merits. Even a dismissal on the ground of failure to state a cause of action may
operate as res judicata on a subsequent case involving the same parties, subject
matter, and causes of action, provided that the order of dismissal actually ruled on
the issues raised.[13] What appears to be essential to a judgment on the merits is
that it be a reasoned decision, which clearly states the facts and the law on which it
is based.[14]

Contrary to petitioners' view and the RTC ruling that the Compromise Agreement
approved by the MTCC does not constitute as a judgment on the merits,
jurisprudence holds that a judgment based on Compromise Agreement is a
judgment on the merits,[15] wherein the parties have validly entered into
stipulations and the evidence was duly considered by the trial court that approved
the Agreement.[16]

A judgment by Compromise is a judgment embodying a Compromise Agreement
entered into by the parties in which they make reciprocal concessions in order to
terminate a litigation already instituted.[17] A Compromise approved by final order
of the court has the force of res judicata between the parties, and cannot and
should not be disturbed except for vices of consent or forgery, it being the obvious
purpose of such Compromise to settle once and for all the issues involved and bar
all future disputes and controversies.[18] Clearly, the Resolution dated August 10,
1992 of the MTCC approving the Compromise Agreement has the same effect as an
ordinary judgment, which immediately became final and executory with the force of
res judicata. As correctly noted by the CA:

[O]nce stamped with judicial imprimatur, a Compromise Agreement
becomes more than a mere contract binding upon the parties. Having the
sanction of the court and entered as its determination of the controversy,
it has the force and effect of any other judgment. Thus, the Resolution
approving the Compromise Agreement had the same effect of an


