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FIRST DIVISION

[ G.R. No. 148206, August 24, 2007 ]

SPOUSES EULOGIO MORALES AND ROSALIA ARZADON,
PETITIONERS, VS. SUBIC SHIPYARD & ENGINEERING, INC.,

RESPONDENT.




D E C I S I O N

SANDOVAL-GUTIERREZ, J.:

For our resolution is the instant Petition for Review on Certiorari under Rule 45 of
the 1997 Rules of Civil Procedure, as amended, seeking to reverse the Decision[1] of
the Court of Appeals (Eleventh Division) dated February 22, 2001 in CA-G.R. SP No.
41214.

The facts of the case as found by the appellate court are:

On August 7, 1979, then President Ferdinand E. Marcos issued a Memorandum to
the Solicitor General directing him to "institute expropriation proceedings for the
acquisition of any and all lands situated in Cabangan, Subic, Zambales as are
needed for the construction of a ship repair facility in Cabangan Point, Subic,
Zambales by the Government, thru the Philippine Shipyard & Engineering
Corporation (PHILSECO)." This firm was a subsidiary of the National Investment and
Development Corporation which, in turn, was an investment subsidiary of the then
government-owned Philippine National Bank (PNB).

Acting on the former President's directive, the Republic of the Philippines (Republic),
on October 1, 1979, filed with the Court of First Instance (now Regional Trial Court),
Branch 1, Olongapo City, for and on behalf of PHILSECO, a complaint for eminent
domain, docketed as Civil Case No. 2737-O. Impleaded as defendants, among
others, were spouses Eulogio and Rosalia Morales, petitioners, who owned several
lots in Cabangan, Subic, Zambales.

On October 25, 1979, spouses Morales filed a Motion to Dismiss the complaint in
Civil Case No. 2737-O on the following grounds: (1) the complaint states no cause
of action as plaintiff (Republic) is not the real party in interest but PHILSECO, a
private corporation; (2) the taking is not for public use; (3) the complaint violates
the equal protection clause of the Constitution; and (4) the compensation offered is
unjust, oppressive, and confiscatory.

On December 6, 1979, the trial court issued an Order denying spouses Morales'
motion to dismiss the complaint. It held that the construction of a ship repair facility
in Cabangan, being imbued with a public purpose, would allow the local repair of
Philippine vessels and would bring in new investments. Relying upon Presidential
Decree (P.D.) No. 1533, the trial court then directed "the plaintiff or any of its
authorized instrumentalities, agents or entities, to take immediate possession of the



real properties and improvements of the defendants involved x x x and to
commence the development and construction of the areas for the purposes stated in
the complaint."

Spouses Morales then filed a motion for reconsideration but it was denied by the
trial court on February 26, 1980.

After depositing with the PNB the amount of P138,422.87, pursuant to P.D. No.
1533, the Republic entered the land subject of the expropriation proceeding and
placed PHILSECO in its possession.

During the pre-trial conference on November 6, 1980, the parties stipulated that
"the sole issue to be resolved would be the determination of just compensation."

Meanwhile, on April 29, 1987, the Supreme Court, in Export Processing Zone
Authority v. Dulay,[2] rendered a Decision holding that the determination of just
compensation is principally a judicial function.

Following Dulay, the trial court held a series of conferences with the parties to
enable them to agree on the just compensation, but to no avail.

On March 19, 1993, spouses Morales filed anew a motion to dismiss the complaint
basically based on the ground that PHILSECO has been privatized.

On August 31, 1995, the trial court issued a Resolution granting the motion and
dismissing the complaint, holding that PHILSECO was privatized in 1994 and that,
therefore, the Republic has no more legal personality to pursue the case; and that
its exercise of its right to expropriate would be tantamount to "condemning private
property for the benefit of a private enterprise, the primary purpose of which is to
gain profit for its stockholders."

On October 5, 1995, the trial court issued an Entry of Judgment stating that its
Resolution dated August 31, 1995 dismissing the complaint has become final and
executory.

Meanwhile, PHILSECO changed its corporate name to Subic Shipyard & Engineering,
Inc. (SSEI).

On July 11, 1996, SSEI filed with the Court of Appeals a petition for annulment of
the Resolution dated August 31, 1995 dismissing the complaint. SSEI alleged that
since the propriety of expropriation had already been resolved and that the only
remaining issue is the the amount of just compensation, the trial court has no
jurisdiction to dismiss the complaint.

On February 22, 2001, the Court of Appeals rendered its Decision granting SSEI's
petition for annulment of judgment and directing the trial court to determine the
just compensation, thus:

WHEREFORE, the petition for annulment of judgment of the Regional Trial
Court of Olongapo City in Civil Case No. 2737-O is hereby GRANTED. The
respondent judge is directed to promptly make a determination of the
just compensation and order payment thereof to the private respondents


