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THIRD DIVISION
[ G.R. NO. 162774, April 07, 2006 ]

SPOUSES EDMUNDO T. OSEA AND LIGAYA R. OSEA,
PETITIONERS, VS. ANTONIO G. AMBROSIO AND RODOLFO C.
PEREZ, RESPONDENTS.

DECISION
CARPIO MORALES, J.:

The issue raised in the present case is one of jurisdiction over the subject matter.

On June 8, 1991, petitioner Edmundo T. Osea and respondent Antonio G. Ambrosio
(Ambrosio) who is the owner and developer of the Villa San Agustin Subdivision

located at Novaliches, Quezon City entered into a Contract to Selllll a "House and
Lot Unit" in the said subdivision. The lot subject of the contract was identified as Lot
6, Block 4 with an area of 146 sq. m. and covered by Transfer Certificate of Title No.
RT-18303. The house also subject of the contract was particularly described therein.

In November 1991, petitioner Edmundo Osea and Ambrosio forged a Deed of Sale
whereby the former agreed to buy through "the Unified Lending Program" a lot
identified as Lot 6, Block 4 of the Villa San Agustin Subdivision, containing 146 sq.
m. covered by another title (the lot).

In accordance with the "package deal" under the above-stated Contract to Sell,
Ambrosio contracted his co-respondent Rodolfo C. Perez (Perez) to construct, as the
latter did, petitioners spouses" house in accordance with the Specifications in the
Contract to Sell, the Bill of Materials, and Approved Building Plan by the Building
Official of Quezon City.

Upon completion of the house or on August 5, 1991, petitioner Ligaya Osea
executed a Certificate of Lot and House Acceptance and she and her co-petitioner
spouse occupied it.

A month after occupying the house, its front and back walls cracked. Ambrosio,
claiming that the cracks were mere hairline defects in the "palitada,"” filled them up
with cement.

Ligaya just the same lodged a complaint against respondents with the Office of the
Building Official of Quezon City for violation of the National Building Code.

Petitioners subsequently filed on July 16, 1993 a complaint for damages against
respondents before the Regional Trial Court (RTC) of Quezon City.

Respondent questioned the jurisdiction of the RTC over the complaint for damages,
contending that it is within the exclusive jurisdiction of the Housing and Land Use



Regulatory Board (HLURB).[2]

In the meantime, the Office of the Building Official of Quezon City, by Resolution of

November 15, 1993,[3] found that the building and occupancy permits were validly
issued and that "'minor and insignificant deviation [sic] pertaining to installed girt
and rafters at the roof framing of subject unit-house' would not in any way affect
the structural strength of the one-storey residence in question" and "substantial
compliance with the approved plans and specifications are allowable under the code,
as long as the safety of the occupants are assured." Accordingly, the said office
dismissed the complaint of petitioners lodged with it.

On April 8, 1999,[4] Branch 79 of the Quezon City RTC promulgated its decision in
petitioners' complaint for damages, finding for petitioners and granting their prayer
for actual, moral, and exemplary damages and attorney's fees, it holding that
respondents deviated from the approved plan and "committed serious violations of
the construction contract as well as the laws and regulations required by the State."

On respondents' appeal, the Court of Appeals, by Decision of September 30, 2003[°!
which is being challenged in the present petition for review on certiorari, declared
null and void the trial court's Decision of April 8, 1999 for lack of jurisdiction as it is
the Housing and Land Use Regulatory Board (HLURB) which has jurisdiction over the
complaint.

x X X [A]lppellees' action for damages is based on the alleged violation
or deviation of appellants from the approved subdivision plan
which, as correctly pointed out by appellants is under the
exclusive jurisdiction of the HLURB. The case for Damages before the
RTC initiated by plaintiffs is therefore just a necessary offshoot of the
alleged violation. x x x The mere fact that plaintiffs have chosen to
institute a separate and independent action for damages rather than
simply including it as an ancillary claim does not divest the HLURB of its
jurisdiction and bring it within the province of the regular courts. To do so
is to indirectly permit what could not be done directly. It would likewise
encourage splitting a cause of action.

XX XX

Before us is not a simple violation of the Civil Code which would
consequently arise to a right to damages. This is a case which in its
disposal necessarily needs a determination of facts, circumstances and
incidental matters which the law has specifically bestowed to the HLURB.

[6] (Emphasis and underscoring supplied)

Petitioners' Motion for Reconsiderationl’! of the Court of Appeals' decision having

been denied by Resolution of March 10, 2004,[8] the present petition was filed
raising the sole issue of jurisdiction.

Petitioners contend that the Court of Appeals erred in holding that their action for
damages is based on the violation or deviation by respondents from the approved
subdivision plan to thus fall within the exclusive jurisdiction of the HLURB; the
complaint before the trial court clearly alleged a breach of contract in view of



respondents' failure to comply with the building plans and technical specifications of
the residential dwelling; and the breach involves a violation of the Civil Code which
is within the jurisdiction of regular courts, and not with the HLURB whose
jurisdiction covers only cases of unsound real estate business practice and those
that may be included within, or is incidental to, or is a necessary consequence of its
jurisdiction.

Respondents argue, on the other hand, that the HLURB has exclusive jurisdiction
over the present controversy, it arising from contracts between the subdivision
developer and the house and lot buyer or those aimed at compelling the subdivision
developer to comply with its contractual and statutory obligations. They stress that
even if the issue of jurisdiction was not among the issues introduced at the pre-trial,
it was later raised in their memorandum and subsequently in their motion for
reconsideration in the trial court, hence, seasonably raised. They thus conclude that
since the trial court had no jurisdiction over the subject matter, the nullification by
the Court of Appeals of its decision was in order.

The petition fails.

Generally, the extent to which an administrative agency may exercise its powers
depends largely, if not wholly, on the provisions of the statute creating or

empowering such agency.[°] Presidential Decree (P.D.) No. 1344, "EMPOWERING
THE NATIONAL HOUSING AUTHORITY TO ISSUE WRIT OF EXECUTION IN THE
ENFORCEMENT OF ITS DECISION UNDER PRESIDENTIAL DECREE NO. 957," clarifies
and spells out the quasi-judicial dimensions of the grant of jurisdiction to the

HLURBL10] in the following specific terms:

SEC. 1. In the exercise of its functions to regulate the real estate trade
and business and in addition to its powers provided for in
Presidential Decree No. 957, the National Housing Authority shall have
exclusive jurisdiction to hear and decide cases of the following nature:

A. Unsound real estate business practices;
B. Claims involving refund and any other claims filed by subdivision lot

or condominium unit buyer against the project owner, developer, dealer,
broker or salesman; and

C. Cases involving specific performance of contractual and
statutory obligations filed by buyers of subdivision lots or
condominium units against the owner, developer, dealer, broker
or salesman. (Emphasis supplied)

The extent to which the HLURB has been vested with quasi-judicial authority must
also be determined by referring to the terms of P.D. No. 957, "THE SUBDIVISION

AND CONDOMINIUM BUYERS' PROTECTIVE DECREE."[11] Section 3 of this statute
provides:

x X X National Housing Authority [now HLURB]. - The National Housing
Authority shall have exclusive jurisdiction to regulate the real estate
trade and business in accordance with the provisions of this Decree.
(Emphasis and supplement supplied)



The need for the scope of the regulatory authority thus lodged in the HLURB is
indicated in the second, third and fourth preambular paragraphs of P.D. 957 which
provide:

WHEREAS, numerous reports reveal that many real estate subdivision
owners, developers, operators, and/or sellers have reneged on their
representations and obligations to provide and maintain properly
subdivision roads, drainage, sewerage, water systems, lighting
systems, and other similar basic requirements, thus endangering
the health and safety of home and lot buyers;

WHEREAS, reports of alarming magnitude also show cases of swindling
and fraudulent manipulations perpetrated by unscrupulous subdivision
and condominium sellers and operators, such as failure to deliver
titles to the buyers or titles free from liens and encumbrances, and to pay
real estate taxes, and fraudulent sales of the same subdivision lots to
different innocent purchasers for value;

X X XX

WHEREAS, this state of affairs has rendered it imperative that the real
estate subdivision and condominium businesses be closely
supervised and regulated, and that penalties be imposed on
fraudulent practices and manipulations committed in connection
therewith. (Emphasis supplied)

The provisions of P.D No. 957 were intended to encompass all questions regarding
subdivisions and condominiums. The intention was aimed at providing for an
appropriate government agency, the HLURB, to which all parties aggrieved in the
implementation of provisions and the enforcement of contractual rights with respect
to said category of real estate may take recourse. The business of developing
subdivisions and corporations being imbued with public interest and welfare, any
question arising from the exercise of that prerogative should be brought to the

HLURB which has the technical know-how on the matter.[12] In the exercise of its
powers, the HLURB must commonly interpret and apply contracts and determine the
rights of private parties under such contracts. This ancillary power is no longer a

uniquely judicial function, exercisable only by the regular courts.[13]

As observed in C.T. Torres Enterprises, Inc. v. Hibionada:[14]

The argument that only courts of justice can adjudicate claims resoluble
under the provisions of the Civil Code is out of step with the fast-
changing times. There are hundreds of administrative bodies now
performing this function by virtue of a valid authorization from the
legislature. This quasi-judicial function, as it is called, is exercised by
them as an incident of the principal power entrusted to them of
regulating certain activities falling under their particular expertise.

In the Solid Homes case for example the Court affirmed the
competence of the Housing and Land Use Regulatory Board to
award damages although this is an essentially judicial power
exercisable ordinarily only by the courts of justice. This departure




