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SECOND DIVISION

[ G.R. NO. 165771, June 29, 2007 ]

HEIRS OF ANTONIO BOBADILLA, PETITIONERS, VS. JAIME
CASTILLO, RESPONDENT.




D E C I S I O N

CARPIO MORALES, J.:

The present petition for review on certiorari assails the May 5, 2004 Decision and
the October 20, 2004 Resolution of the Court of Appeals[1] in CA-G.R. CV No.
76575.

For over 20 years, Antonio Bobadilla (Bobadilla), Maria Del Mundo (Del Mundo) and
Ernesto,[2] Danilo, Policarpio, all surnamed Serrano (the Serranos) have been
leasing respective portions of a 348–square meter parcel of land located at the
corner of Lakas ng Mahirap Street and Gen. Luna Street in Caloocan City. While the
lease agreement was not reduced into writing, rentals were paid on a monthly basis.

Bobadilla, Del Mundo and the Serranos built their houses on the land, with the
understanding that in case the owner-lessor, Virginia Rayo (Rayo), decides to sell it,
she would first offer it to them.

After August 1991, Rayo offered to sell the land to Bobadilla for P3,000 per square
meter, and had stopped accepting payment of rentals.[3] Bobadilla was interested in
buying only the 148-square meter portion where his house stands and at a lower
price, however, to which Rayo did not accede. Rayo just the same gave Bobadilla
two months from September 9, 1992 to decide on her offer.

Since Rayo and Bobadilla heard nothing from each other, Rayo sold the land on
November 12, 1992 to respondent, Jaime Castillo, who was on February 22, 1993
issued Transfer Certificate of Title No. 262687 by the Register of Deeds of Caloocan
City.[4]

In separate final demand letters all dated March 15, 1995,[5] respondent required
Bobadilla, Del Mundo and the Serranos to vacate the land after failing to heed his
previous demands to pay a monthly rental of P10 per square meter.

Refusing to vacate the property and insisting on exercising his preemptive right,
Bobadilla instituted a complaint at the Caloocan City Regional Trial Court (RTC) to
annul the sale between Rayo and respondent based on fraud and bad faith,
docketed as Civil Case No. C-15888.

Respondent in turn filed a complaint at the Caloocan RTC against Del Mundo, the
Serranos, and herein petitioners-heirs of Bobadilla,[6] for recovery of possession



with damages, docketed as Civil Case No. C-16952. Branch 124 of the Caloocan RTC
rendered judgment in favor of respondent, by Decision of April 19, 2001 the
dispositive portion of which reads:

WHEREFORE, discussion considered, judgment is hereby entered in
PLAINTIFF'S favor and against the defendants, declaring the month-to-
month lease agreement between the plaintiff, Jaime C. Castillo, and the
defendants, Heirs of Antonio Bobadilla, Danilo Serrano, Policarpio
Serrano, Gil Serrano and Luz Serrano-Maniego (conjunctively, the
"Serranos") and Maria del Mundo, TERMINATED, hereby directing the
defendants and all persons claiming right under them:




(1) to VACATE the subject property/leased premises, located at Lakas ng
Mahirap corner Gen. Luna Street, Caloocan City, described in Transfer
Certificate of Title No. 262687 of the Register of Deeds, Caloocan City,
and to SURENDER peaceful possession thereof to the plaintiff;




(2) to PAY to plaintiff rentals, at the rate of TEN PESOS (P10.00) per
square meter, starting from March, 1993, until peaceful possession is
surrendered to the plaintiff. In this regard, defendants are ordered to
allow plaintiff to survey, at his own expense, the leased premises where
defendants' houses are erected;




(3) to PAY to plaintiff, jointly and severally, attorney's fees in the amount
of THIRTY THOUSAND PESOS (P30,000.00); and




(4) Costs.

Plaintiff's claim for moral damages is DENIED for lack of merit.



Defendants' counterclaims are DENIED for lack of merit.



SO ORDERED.[7]



The Serranos and petitioners appealed[8] to the appellate court which, by the
assailed Decision and Resolution, affirmed the trial court's decision except with
respect to the award of attorney's fees which it deleted.




Hence, petitioners'[9] present petition raising the following issues: 



1. WHETHER OR NOT THE HONORABLE COURT OF APPEALS HAS
ERRONEOUSLY DECLARED THAT PD 1517 COULD NOT BE APPLIED
TO THE CASE FILED BY PLAINTIFF[-]APPELLEE, JAIME CASTILLO,
AGAINST DEFENDANTS-APPELLANTS, HEIRS OF ANTONIO
BOBADILLA; and




2. WHETHER OR NOT THE DECISION RENDERED BY THE REGIONAL
TRIAL COURT, BRANCH 122, CALOOCAN CITY, IN CIVIL CASE NO.
C-15888 ANNULLING THE SALE BETWEEN RAYO AND CASTILLO
WHICH WAS FILED BY DEFENDANTS-APPELLANTS HEIRS OF
ANTONIO BOBADILLA SERVES AS RE[S] JUDICATA.[10]






Petitioners assert the right of first refusal of their predecessor-in-interest Bobadilla
under Presidential Decree (PD) No. 1517 (issued on June 11, 1978) otherwise
known as the Urban Land Reform Act, Section 6 of which reads:

Land Tenancy in Urban Land Reform Areas. – Within the Urban Zones
legitimate tenants who have resided on the land for ten years or more
who have built their homes on the land and residents who have legally
occupied the lands by contract, continuously for the last ten years shall
not be dispossessed of the land and shall be allowed the right of first
refusal to purchase the same within a reasonable time and at reasonable
prices, under terms and conditions to be determined by the Urban Zone
Expropriation and Land Management Committee created by Section 8 of
this Decree. (Underscoring supplied)




As the decree is not self-executing,[11] Proclamation No. 1967 (issued on May 14,
1980) was issued identifying 244 specific sites[12] in Metropolitan Manila as Areas
for Priority Development (APD) and Urban Land Reform Zones (ULRZ). It amended
Proclamation No. 1893 (issued on September 11, 1979) by expressly limiting the
operation and narrowing the coverage of PD No. 1517 from the entire Metropolitan
Manila to the specific areas declared as APD/ULRZ.[13]




In Caloocan City where the land is situated, only 11 such areas/zones[14] were
identified, none of which was found to encompass the subject land. Such finding of
fact, as affirmed by the appellate court, is final, conclusive and binding on this
Court.




Only legitimate tenants then who have resided for ten years or more on specific
parcels of land, and who have built their homes thereon, have the right not to be
dispossessed therefrom and the "right of first refusal" to purchase them under
reasonable terms and conditions to be determined by the appropriate government
agency.[15] If the land is not embraced in an APD/ULRZ, no preemptive right under
PD No. 1517 can be invoked.[16]




There being no showing that the subject land is located within any of the APD/ULRZ,
the lower courts correctly ruled that the right of first refusal did not, and could not
have accrued in petitioners' favor.




In fine, respondent is clearly entitled to recover possession of the land.



Petitioners nevertheless submit that the decision in Civil Case No. C-15888, the case
for annulment of sale which their predecessor-in-interest Bobadilla filed against
respondent and Rayo, serves as res judicata but that the appellate court glossed
over the same.




The records show that petitioners raised the issue of res judicata only in their
motion for reconsideration of the appellate court's decision, despite the fact that the
decision of the trial court in the annulment case was promulgated long before the
filing of the appellants' brief.




In any event, petitioners' invocation of the trial court's decision in the annulment
case is not only grossly misleading but also utterly baseless. For the trial court


