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FIRST DIVISION

[ G.R. No. 163361, March 12, 2014 ]

SPOUSES JOSE M. ESTACION, JR. AND ANGELINA T. ESTACION,
PETITIONERS, VS. THE HONORABLE SECRETARY, DEPARTMENT
OF AGRARIAN REFORM, REGIONAL DIRECTOR, DAR, REGION 7,
PROVINCIAL AGRARIAN REFORM OFFICER OF NEGROS
ORIENTAL, MUNICIPAL AGRARIAN REFORM OFFICER, DAR,
GUIHULNGAN, NEGROS ORIENTAL, PRESIDENT, LAND BANK OF
THE PHILIPPINES, AND PHILIPPINE NATIONAL BANK,
DUMAGUETE BRANCH, RESPONDENTS.

DECISION

REYES, J.:

In September 1995, spouses Jose M. Estacion, Jr.[!] and Angelina T. Estacion
(petitioners) initially filed a petition for just compensation with the Regional Trial
Court (RTC) of Negros Oriental, Branch 30, acting as a Special Agrarian Court (SAC).
In their petition, they alleged that they are the owners of two parcels of adjacent
land in Guihulngan, Negros Oriental, with an aggregate area of 986,932 square
meters. The first parcel (Lot No. 1-A) has 793,954 sq m, while the second parcel
(Lot No. 4810) has 192,978 sq m, both covered by Transfer Certificate of Title (TCT)
No. T-9096. According to the petitioners, sometime in February 1974, they were
informed that their properties were placed under the coverage of the Operation Land

Transfer program of Presidential Decree (P.D.) No. 27.[2] They contested the
coverage, claiming that it was untenanted and primarily devoted to crops other than
rice and corn. Despite their protest, their properties were forcibly covered for
agrarian purposes, and that the tenants to whom the properties were awarded were
enjoying the benefits thereof, without the petitioners having been duly compensated
for the value of said properties. Thus, the petitioners prayed for the determination of
just compensation or in the alternative, to restore to them possession of the

properties, with damages.[3]

Instead of filing an answer, public respondents Department of Agrarian Reform
(DAR) and Land Bank of the Philippines (LBP) filed a Motion to Dismiss, which,

according to the petitioners, is a prohibited pleading under Section 16[4] of P.D. No.
946.[5] In their Motion to Dismiss, public respondents claimed that: (1) the RTC has
no jurisdiction over the case; (2) the petitioners have no legal personality to sue the

public respondents; (3) the petitioners have no cause of action against the public
respondents; and (4) the case is barred by the statute of limitations, among others.

[6] The petitioners filed a Comment on the Motion to Dismiss.!”!

On May 12, 1998, the petitioners filed an Amended Petition!8! and included the
Philippine National Bank (PNB) as respondent. It appears that sometime in October
1974, the petitioners mortgaged the properties covered by TCT No. T-9096 as



security for a P449,200.00-loan they obtained from PNB. The mortgage was
foreclosed on December 10, 1984 and title was already transferred to the name of
PNB. In including PNB as respondent, the petitioners contended that its foreclosure
of the mortgaged properties was done in violation of P.D. No. 27 and subsequently,

Republic Act (R.A.) No. 6657,[°1 which prohibits the foreclosure of properties
covered by the agrarian laws.

PNB filed a motion to dismiss the amended petition, alleging lack of cause of action
and prescription.[10]

On July 23, 1999, the SAC issued an Orderlll]l dismissing the case for lack of
jurisdiction and lack of cause of action. The SAC sustained PNB’s claim that it has
already acquired the rights over the property by virtue of the extrajudicial
foreclosure of the mortgage. The SAC also ruled that the petitioners failed to
exhaust administrative remedies when they failed to secure prior determination of
just compensation by the DAR. The SAC further ruled that being a SAC of limited
jurisdiction, it does not have jurisdiction to nullify the extrajudicial foreclosure
proceedings as indirectly sought by the petitioners. The dispositive portion of the
SAC order reads:

Accordingly, the Order dated March 11, 1999 is modified and the above-
entitled case is dismissed for lack of jurisdiction and lack of cause of
action.

Petitioners’ Motion for Reconsideration dated March 23, 1999 is denied
for lack of merit.

SO ORDERED.[12]

Thus, the petitioners appealed to the Court of Appeals (CA), which in the assailed

Decision[13] dated September 26, 2003, dismissed the appeal for lack of merit.
Their motion for reconsideration was denied by the CA in the assailed Resolution

dated March 22, 2004.[14]

Hence, this petition for review, where the petitioners argue that: (1) the motions to
dismiss filed by the respondents with the SAC are prohibited pleadings and should
not have been given cognizance by the SAC; (2) they are the absolute owners of the
properties as evidenced by TCT No. T-9096 (for Lot 1-A) and Tax Declaration No. 90-
02-007 (for Lot No. 4810) issued in their names; and (3) the SAC has jurisdiction to
(a) determine just compensation and there is no need to pass through the DAR, and

(b) annul the sheriff’s sale of the properties.[15]

The DAR filed a comment to the petition, maintaining that the SAC correctly
dismissed the case for lack of jurisdiction as it does not have any power to nullify
the foreclosure order, and that such issue was vested in the RTC in the exercise of
its general jurisdiction. The DAR also argued that the petitioners do not have any
personality to file the case since the properties have already been foreclosed by the
PNB and the title was consolidated in its name. Finally, the DAR contended that the
petitioners failed to exhaust their administrative remedies when they failed to seek



initial determination of just compensation with the DAR.[16]

PNB, meanwhile, justified the foreclosure of the properties mortgaged by the
petitioners. According to PNB, since the petitioners admitted that the properties
were untenanted, P.D. No. 27—which applies only to tenanted lands devoted to rice
and corn, and which prohibits foreclosure of land covered by said act—does not
apply. PNB also argued that it had every right to foreclose the mortgage on the
properties due to the petitioners’ failure to pay their agricultural crop loan; and that
the latter’s failure to redeem the properties justifies the consolidation of the title in
PNB’s hame. Consequently, the petitioners are no longer owners of the properties
and have no legal standing or cause of action to seek just compensation. PNB also
maintained that the SAC does not have jurisdiction to nullify the foreclosure sale of

the properties, and that the period to file such action has already prescribed.[17]
Ruling of the Court

The petition is DENIED for lack of merit.

P.D. No. 946 is not applicable

The basis for the petitioners’ objection to the motions to dismiss filed by the
respondents with the SAC is Section 17 of P.D. No. 946, which states:

Sec. 17. Pleadings; Hearings, Limitation on Postponements. The
defendant shall file his answer to the complaint (not a motion to
dismiss), within a non-extendible period of ten (10) days from service of
summons, and the plaintiff shall file his answer to the counterclaim, if
there be any, within a non-extendible period of five (5) days. x x Xx.

The petitioners’ reliance on P.D. No. 946, however, is misplaced.

First, the petitioners are correct in pointing out that P.D. No. 946 prohibits the filing
of a motion to dismiss. P.D. No. 946, however, is not applicable.

It is settled that jurisdiction over the subject matter is determined by the law in

force at the time of the commencement of the action.[18] At the time the petitioners
filed their case for just compensation in 1995, P.D. No. 946, which reorganized the
Court of Agrarian Relations (CAR) and streamlined its procedure, has already been

superseded by R.A. No. 6657, which created, among others, the SACs.[19] Section
57 of R.A. No. 6657 expressly provides that the SACs shall exercise original and
exclusive jurisdiction over all petitions for the determination of just compensation to

landowners, and the prosecution of all criminal offenses under said Act.[20] More
importantly, Section 57 further provides that “[t]he Rules of Court shall apply to all
proceedings before the [SACs], unless modified by this Act.”

In this case, the RTC of Negros Oriental, Branch 30, was acting as a SAC. The Rules

of Court,[21] therefore, was the rule of procedure applicable to the cases filed before
it. Under Rule 16 of the Rules of Court, and even under the present 1997 Rules of
Civil Procedure, as amended, a motion to dismiss is not a prohibited pleading.



Consequently, the SAC had every right to admit and resolve the motions to dismiss
filed by respondents LBP and PNB.

Even assuming, for argument’s sake, that P.D. No. 946 is applicable, the rule
prohibiting a motion to dismiss is not inflexible and admits of exception. The rule is

that technicalities may be disregarded in order to resolve the case on its merits.[22]
It should be borne in mind that the prohibition on the filing of a motion to dismiss
under P.D. No. 946 was meant to achieve a just, expeditious and inexpensive

disposition of agrarian cases.[23] In this case, the filing of the motions to dismiss did
not unduly delay the disposition of the case. In fact, said motions brought into light
the flaws in the appropriateness of the petition for just compensation filed by the
petitioners and readily provided the SAC reasonable basis for its dismissal. In

Tanpingco v. Intermediate Appellate Court,[24] the Court took exception to the
literal interpretation of Section 17 of P.D. No. 946 and sustained the grant of a
motion to dismiss, viz:

We, therefore, take exception to the literal application of Section 17 of
P.D. No. 946 for as stated in Salonga v. Warner Barnes and Co., Ltd. (88

Phil. 125 [1951] an action is brought for a practical purpose, nay to
obtain actual and positive relief. If the party sued upon is not the proper
party, any decision that may be rendered against him would be futile, for
it cannot be enforced or executed. The effort that may be employed will

be wasted.[25]

Moreover, Section 16 of P.D. No. 946 explicitly required the CAR to "“utilize and
employ every and all reasonable means to ascertain the facts of every case in
accordance with justice and equity and the merits of the case, without regard to
technicalities of law and procedure.” Certainly, it would be more dilatory if the SAC
were to deny the motions to dismiss filed by LBP and PNB, require them to file an
answer and proceed with the trial of the case, only to subsequently dismiss the case
based on the palpable grounds alleged in the motions to dismiss.

The petitioners have no personality to
file the petition for the determination
of just compensation

Records bear out the fact that at the time the petitioners filed the Amended Petition
in 1998, ownership of the properties sought to be compensated for was already
transferred to respondent PNB. As early as 1969, the petitioners already mortgaged
the properties as security for the sugar crop loan they originally obtained from

respondent PNB,[26] and as admitted by the petitioners, respondent PNB foreclosed
the mortgage on the property in 1982.[27] As a result, title to the properties was

consolidated in the name of PNB. Moreover, as disclosed by PNB,[28] the properties
were already transferred to the government pursuant to the mandate of Executive
Order No. 407,[2°] which directed all government-owned and -controlled
corporations to surrender to the DAR all landholdings suitable for agriculture.[30]

Clearly, the petitioners have no personality to seek determination of just
compensation given that ownership of and title to the properties have already



