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DECISION

CAGUIOA, J.:

Before the Court is a Petition for Review! on Certiorari (Petition)
under Rule 45 of the Rules of Court (Rules) filed by petitioner Donald
Francis Gaffney (Donald) against respondent Gina V. Butler (Gina),
assailing the Decision? dated February 6, 2015 (questioned Decision) and
Resolution® dated July 14, 2015, both of the Court of Appeals (CA) Special
- Twelfth (121 ) Division, in CA-G.R. SP No. 133762.

The CA reversed and set aside the Orders (RTC Orders) dated August
15, 2013* and November 25, 2013° (denying the corresponding Motion for
Reconsideration) of the Regional Trial Court (RTC) of Pasig City, Branch
70, in Civil Case No. 73187. Said RTC Orders dismissed Gina’s Motion to
Dismiss Ad-Cautelam (Motion to Dismiss) and Donald’s Motion to Declare
Defendant in Default (Motion to Declare in Default) as well as the Motion

for Reconsideration against the denial of the Motion to Dismiss subsequently
filed by Gina.

On official leave.

' Rollo, pp. 3-157 (including Annexes).

2 Id. at 27-35. Penned by Associate Justice Florito S. Macalino, with Associate Justices Elihu A. Ybafiez
and Zenaida T. Galapate-Laguilles concurring.

3 Id. at37-38.

1d. at 48-49. Penned by Presiding Judge Louis P. Acosta. The date of the Order also appears as August

15,2012 in some parts of the records.

5 1d.at50.
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The Facts

The facts, as found by the CA, are as follows:

On September 21, 2011, Donald Francis Gaffney (“private
respondent”) filed a Complaint against Gina V. Butler (“petitioner™) for
sum of money. Private respondent alleged that sometime between the
years 2006 to 2007, petitioner and her husband Anthony Richard Butler
approached and invited private respondent to invest in ActiveFun
Corporation (“ActiveFun”), an entity engaged in the construction,
operation and management of children’s play and party facilities.
Petitioner was the President of ActiveFun while her husband was its
Treasurer and Chief Executive Officer.

Private respondent advanced the approximate amount of
PhP12,500,000.00 representing his initial investment in ActiveFun.
However, petitioner’s husband passed away sometime in December
2009. Consequently, the proposed investment agreement did not
materialize. Private respondent then demanded the return of his
investments from petitioner, who personally undertook to repay the total
amount of his investments plus accrued interest. However, despite the
lapse of a considerable period of time, petitioner was only able to pay
private respondent on October 15, 2010 an initial amount of
PhP1,000,000.00, receipt of which was duly acknowledged in writing by
private respondent. Several demands through phone calls and e-mails
were made to petitioner for her to comply with her undertaking to return
the investments of private respondent but to no avail.

On July 13, 2011, a letter was sent to petitioner through registered
mail demanding her to pay private respondent and Richard McDonnell
(another party who infused funds into ActiveFun) within ten (10) days
from receipt of the said letter the aggregate amount of PhP25,000,000.00
plus accrued interests. The period allowed for petitioner within which to
pay lapsed without her making any payment. Petitioner in a letter dated
August 2, 2011, denied having knowledge of the investments and having
offered to buy private respondent’s share in ActiveFun. Private respondent
was thus constrained to institute a legal action for the enforcement of his
claim against petitioner.

In her Answer filed on April 23, 2012, petitioner averred, among
others, that she had no knowledge of private respondent’s investment in
ActiveFun. She, however[,] admitted that she paid private respondent the
amount of PhP1,000,000.00 with the qualification that the same was an
undue payment, having been misled and intimidated by the latter into
believing that she has an obligation to return said investment, when no
such obligation exists under the law or under a contract. Moreover,
petitioner denied the signature in the Acknowledgment Receipt as hers and
claimed that it is a forgery.

After the issues have been joined and Pre-trial was scheduled,
parties were directed to have all their documentary evidence pre-marked.
Among those pre-marked by petitioner is a handwritten note signed
by private respondent acknowledging receipt of Php1,000{,]000.00
from petitioner. Unlike the Acknowledgement Receipt attached to the
Complaint stating that PhP1,000,000.00 was partial payment for



Decision 3 G.R. No. 219408

monies invested in ActiveFun, the handwritten note states that the
partial payment was for money owed by petitioner’s husband.

Because no full relief can be had against the Estate/heirs of Anthony
Richard Butler under the original Complaint, private respondent filed a
Motion for Leave to Admit Amended Complaint for the purpose of
impleading the estate or the heirs® of the late Anthony Richard Butler
[as additional party-defendant)],’ allegedly represented by petitioner as his
surviving spouse. He alleged that petitioner required him, as a pre-condition
for the payment of the balance, to execute a separate handwritten
acknowledgment of the said payment. Petitioner opposed the motion
primarily on the ground that “only natural or juridical persons may be
parties in an ordinary civil action.”

In an Order dated February 13, 2013, public respondent granted
private respondent’s Motion and admitted the Amended Complaint.
Petitioner did not file a motion for reconsideration of the said order. An
Alias Summons was served upon petitioner purportedly as the
representative of her late husband.

In the meantime, petitioner filed a Motion to Dismiss Ad-
Cautelam, allegedly not as the defendant originally named in the
complaint but as the purported representative of her late husband,
arguing that the death of her husband did not ipso facto make her the
representative of his estate. More importantly, a claim against an
estate of a deceased person is governed by Rule 86 of the Rules of
Court. Hence, it cannot be consolidated with an ordinary civil action
in which only natural or juridical persons may be parties pursuant to
Section 1, Rule 3 of the Rules of Court. Consequently, the service of
summons intended for the estate of the late Anthony Richard Butler
was improperly served.

Private respondent on the other hand, filed a Motion to Declare
Defendant in Default for failure to file an answer within the reglementary
period. x x x® (Emphasis supplied)

Ruling of the RTC

The RTC denied Gina’s Motion to Dismiss and Donald’s Motion to
Declare in Default in the RTC Order® dated August 15, 2013, the dispositive
portion of which reads:

WHEREFORE, in view of the foregoing, the movant’s Motion to
Dismiss Ad-Cautelam and plaintiff’s Motion to Declare Defendant in
Default are hereby DENIED for lack of merit.

SO ORDERED.!?

On the Motion to Dismiss, the RTC ruled that the inclusion of the
estate of the late Anthony Richard Butler (Anthony), represented by his

§ It appears from the title and body of the Amended Complaint dated October 1, 2012 that only the estate
of the deceased Anthony Richard Butler is impleaded as additional defendant. See rollo, pp. 89-97.

7 Rollo, p. 89.
8 Id. at 28-30.
® 1d. at 48-49.

10 14. at 49,
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surviving spouse Gina, is necessary for a complete relief on the
determination or settlement of the controversy raised in the case.!! On the
Motion to Declare in Default, the RTC observed that Gina filed an Answer
to the Amended Complaint on March 12, 2013; hence, there is no reason to
declare her in default.'?

Gina filed a Motion for Reconsideration Ad Cautelam to the denial of
her Motion to Dismiss, which the RTC denied for lack of merit in its Order!?
dated November 25, 2013. No motion for reconsideration was filed as
against the denial of the Motion to Declare in Default.

Proceedings in, and Ruling of, the CA

Gina thereafter sought relief with the CA through a Petition for
Certiorari'* under Rule 65 (CA Petition), seeking to nullify the RTC Orders,
imputing grave abuse of discretion on the RTC for allowing the estate of
Anthony to be named a defendant in the present case and for considering Gina
as legal representative of said estate when, in fact, no settlement proceedings
thereon had yet been brought.'

Gina prayed that the RTC Orders be reversed and set aside for having
been issued with grave abuse of discretion; and Civil Case No. 73187,
insofar as it relates to the estate of Anthony, be dismissed.!

The CA, in the questioned Decision dated February 6, 2015, granted
Gina’s CA Petition, reversed and set aside the RTC Orders and dismissed
the entire complaint, in the following manner:

WHEREFORE, premises considered, the petition is GRANTED.
The Orders dated August 15, 2012 and November 25, 2013 of the
Regional Trial Court of Pasig City, Branch 70 in Civil Case No. 73187 are
hereby SET ASIDE. Accordingly, the complaint for sum of money in
Civil Case No. 73187 is hereby ordered DISMISSED.

SO ORDERED."’

The CA ruled that dismissal of the case against Anthony’s estate is
warranted under Section 1, Rule 3 of the Rules of Court which states that
“only natural or juridical persons, or entities authorized by law may be
parties in a civil action.”!® The CA likewise ruled that the genuineness and
authenticity of the handwritten receipt stating that the advanced amount of
P1,000,000.00 is part payment of money owed by Anthony is undisputed.'”
This suggests that Anthony is the one owing the money and is an

114,

2 14.

13 1d. at 50.

4 1d. at 126-135.

15 See id. at 126-127, 129-132.
16 1d. at 132.

17 1d. at 34.

B 1d.at31.

19 4. at 32.
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indispensable party to the case.’’ Finally, the CA ruled that there is no legal
basis to consider Gina as representative of Anthony’s estate since the estate
has no legal personality.?!

Donald filed a Motion for Reconsideration of the questioned Decision,
which the CA dismissed for failing to raise any new substantial arguments,
in its Resolution?? dated July 14, 2015.

Hence, the present Petition filed by Donald, with the following prayer:

1. The questioned Decision and Resolution of the CA be
set aside and the RTC Orders, denying Gina’s Motion fto
Dismiss be reinstated and affirmed in toto.

2. In the alternative, in the event that the estate of
Anthony as represented by Gina, could not be named as
additional defendant in the present case, the questioned
Decision be reconsidered partially such that the case be
dismissed only as against the estate of Anthony and that it be
remanded to the RTC for further proceedings against Gina as
the sole principal defendant.??

Issues
Whether or not the CA committed reversible error when it:

1. set aside the RTC’s ruling that the estate or heirs of
Anthony, represented by his surviving spouse Gina, could be
named as additional defendant in the present case.

2. dismissed the entire complaint when dismissal of the
same was not raised as an issue nor prayed for in the petition
before it. 2*

The Court’s Ruling
The Petition is partly meritorious.

The deceased or his estate may not
be named a defendant in the present
case.

A deceased person does not have the capacity to be sued and may not
be made a defendant in a case.?’ Section 1, Rule 3 of the Revised Rules of

20 Seeid. at 33.

21 1d.

22 1d. at 37-38.

B 1d. at 20.

X Id. at8.

25 Ventura v. Militante, 374 Phil. 562, 573 (1999), cited in Spouses Berot v. Siapno, 738 Phil. 673, 682
(2014).
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Court unequivocally states that “[o]nly natural or juridical persons, or
entities authorized by law may be parties in a civil action.”

Applying this legal provision, the Court, in Ventura v. Militante,*s

declared that neither a deceased person nor his estate has capacity to be
sued, explaining thus:

Parties may be either plaintiffs or defendants. The plaintiff in an
action is the party complaining, and a proper party plaintiff is essential to
confer jurisdiction on the court. In order to maintain an action in a court of
justice, the plaintiff must have an actual legal existence, that is, he, she or
it must be a person in law and possessed of a legal entity as either a natural
or an artificial person, and no suit can be lawfully prosecuted save in the
name of such a person.

The rule is no different as regards party defendants. It is incumbent
upon a plaintiff, when he institutes a judicial proceeding, to name the
proper party defendant to his cause of action.!” In a suit or proceeding
in personam of an adversary character, the court can acquire no
jurisdiction for the purpose of trial or judgment until a party defendant
who actually or legally exists and is legally capable of being sued, is
brought before it. It has even been held that the question of the legal
personality of a party defendant is a question of substance going to the
jurisdiction of the court and not one of procedure.

XXXX

Neither a dead person nor his estate may be a party plaintiff in
a court action. A deceased person does not have such legal entity as is
necessary to bring action so much so that a motion to substitute
cannot lie and should be denied by the court. An action begun by a
decedent’s estate cannot be said to have been begun by a legal person,
since an estate is not a legal entity; such an action is a nullity and a motion
to amend the party plaintiff will not likewise lie, there being nothing
before the court to amend. Considering that capacity to be sued is a
correlative of the capacity to sue, to the same extent, a decedent does
not have the capacity to be sued and may not be named a party
defendant in a court action.?” (Emphasis supplied; citations omitted)

Hence, there can be no doubt that a deceased person or his estate may

not be impleaded as defendant in a civil action as they lack legal personality.
Thus, when Anthony died, his legal personality ceased and he could no
longer be impleaded as respondent in the present ordinary civil suit for
collection.?® As such, the complaint against him should be dismissed on the
ground that the pleading asserting the claim states no cause of action or for
failure to state a cause of action pursuant to Section 1(g), Rule 16 of the
Rules of Court, because a complaint cannot possibly state a cause of action

against one who cannot be a party to a civil action.

29

26
27
28
29

Id.

Id. at 571-573.

See Spouses Berot v. Siapno, supra note 25, at 682.

Boston Equity Resources, Inc. v. Court of Appeals, 711 Phil. 451, 475-476 (2013), citing Riano, Civil
Procedure (The Bar Lecture Series), Volume 1, 2011 Edition, p. 229.
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Moreover, the RTC did not acquire jurisdiction over the person or
estate of Anthony. Summons is a writ by which the defendant is notified of
the action brought against him and service thereof is the means by which the
court acquires jurisdiction over his person.’® In the present case, no valid
service of summons upon the deceased Anthony was or could have been
made, precisely because he was already dead even before the complaint
against him and his wife was filed in court. In several occasions, the Court
has held that the trial court fails to acquire jurisdiction over a defendant who
was already dead at the time the complaint was filed against him.3!

In Ventura, the factual milieu of which is similar to the present case,
the original complaint named the “estate of Carlos Ngo as represented by
surviving spouse Ms. Sulpicia Ventura.” The Court held that as the deceased
was dead at the time the complaint was filed and no special proceeding to
settle his estate had been filed in court, the trial court did not acquire
jurisdiction over either the deceased or his estate.3? In the case at bench, the

Alias Summons served upon Gina purportedly as the representative of her
late husband®?® was thus invalid.

In sum, impleading the deceased Anthony or his estate in the present
petition was improper. The action against him must be dismissed and the
same may just be filed as a claim against his estate in a proper proceeding.>*
The CA thus did not err in reversing the trial court.

The CA cannot validly dismiss the
complaint against Gina in the instant
action.

Petitioner alleges that the dismissal of the entire case by the CA has no
basis in fact or in law because the same was not raised as an issue or prayed
for in both the Motion to Dismiss in the trial court and in the CA Petition.

The Court agrees.

The present action sprung when the original complaint was amended
by Donald to implead the estate of Anthony as additional defendant.
Thereafter, the Motion to Dismiss was filed by Gina, with the sole prayer
that the Amended Complaint, “insofar as the claim against the Estate of the
Late Anthony Butler is concerned,” be dismissed.®

When the aforementioned motion was denied, Gina’s CA Petition,
from which the questioned Decision issued, raised only the following issues:

30 Romualdez-Licaros v. Licaros, 449 Phil. 824, 833 (2003).

3t See Boston Equity Resources, Inc. v. Court of Appeals, supra note 29, at 476; Ventura v. Militante,
supra note 25, at 573.

32 Ventura v. Militante, id. at 572, 573.

¥ Rollo, p. 30.

3 See Boston Equity Resources, Inc. v. Court of Appeals, supra note 29, at 474, citing Sarsaba v. Vda. de
Te, 611 Phil. 794, 811 (2009).

3 Rollo, p. 52.
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WHETHER OR NOT AN ESTATE OF A DECEASED PERSON IS A
JURIDICAL ENTITY THAT COULD BE NAMED DEFENDANT IN
AN ORDINARY CIVIL ACTION;

WHETHER OR NOT A SURVIVING SPOUSE IS IPSO FACTO THE

LEGAL REPRESENTATIVE OF THE ESTATE OF THE DECEASED
SPOUSE?¢

By way of relief, the petition prayed only that the RTC Orders be set
aside and the case be dismissed “insofar as it relates to the Estate of Anthony
Richard Butler.”?’

It is settled that courts cannot grant a relief not prayed for in the
pleadings or in excess of what is being sought by the party.*® Due process
considerations justify this requirement.®® It is improper to enter an order
which exceeds the scope of relief sought by the pleadings, absent notice

which affords the opposing party an opportunity to be heard with respect to
the proposed relief.*

In the present case, clearly, no issue on, or prayer for, the dismissal of
the entire case was made in the Motion to Dismiss before the RTC and the
corresponding CA Petition. The sole issue presented was, and is, confined to
the propriety of the complaint being maintained as against Anthony (or his
estate) who was impleaded as an additional defendant by virtue of the
Amended Complaint.

The CA regarded the estate of Anthony as an indispensable party* on
the basis of the handwritten receipt, executed by Donald, of the
£1,000,000.00 amount from Gina “as part payment of the money owed by
the late Anthony Richard Butler to Don Gaffney.”*? The CA ruled that the
note’s genuineness and authenticity were undisputed;*® hence, Anthony’s
estate was ultimately answerable for Donald’s claims.**

These findings of the CA lack basis. It is clear from the pleadings
that Donald actually disputes the genuineness of the handwritten receipt
insofar as the same shows the debt to be that of Anthony’s. Donald claims
that he was merely forced to execute said handwritten receipt as it was
made a pre-condition for payment by Gina.* In fact, Donald submitted in
evidence*® another acknowledgment receipt*’ which allegedly reflects his

36 Id. at 129.

37 1d. at 132.

3% Dionav. Balangue, 701 Phil. 19, 31 (2013).
3 Development Bank of the Philippines v. Teston, 569 Phil. 137, 144 (2008).
40 Id.

41 Rollo, p. 33.

42 1d. at 88.

3 1d. at 32.

4 Id. at 33.

4 Id.at9l.

% Annex “C” of the Complaint, id. at 68.

47 The acknowledgment receipt provides:

Receipt Acknowledgement
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due acknowledgment of the initial payment.*® To be sure, it would be
illogical for Donald to admit the genuineness of the handwritten receipt
precisely because his main contention is that Gina personally undertook to
pay the entire debt,*’ explaining why he named her as the principal party-
defendant herein.® He only impleaded the estate of Anthony to obtain a
complete relief should the same be necessary.!

Moreover, courts cannot grant a relief without first ascertaining the
evidence presented in support thereof. Due process considerations require that
judgments must conform to and be supported by the pleadings.’® The issue of
the authenticity of the handwritten receipts, and ultimately, which party is liable
for the debt, was never brought up to the CA — as indeed, these are the very
issues that the trial court is meant to address and resolve. Determination of the
same requires an examination of the evidence of the parties in a full-blown trial
on the merits. Dismissal of the entire complaint, including the action against the
main defendant Gina, is thus utterly premature and erroneous.

All told, the complaint against the estate of Anthony, which was
impleaded as co-defendant, should be dismissed. Any cause of action arising
from the herein alleged debt against the estate of Anthony may be brought as
a claim against said estate in the proper settlement proceedings. However,
the complaint against the original defendant Gina should remain with the
RTC for trial on the merits.

WHEREFORE, premises considered, the instant Petition for Review is
hereby PARTIALLY GRANTED. The Decision dated February 6, 2015 and
the Resolution dated July 14, 2015 of the Court of Appeals in CA-G.R. SP No.
133762 are AFFIRMED with MODIFICATION such that the Amended
Complaint is REINSTATED insofar as Gina V. Butler is concerned.

The RTC is hereby ordered to proceed, expeditiously and without
delay, in resolving Civil Case No. 73187 against Gina V. Butler.

SO ORDERED.

I, Donald Gaffney, hereby acknowledge the receipt of 1 million pesos, which represents
the first installment in payment of 12.5 million pesos, plus accrued interest, due me for
monies invested in Active Fun Corporation over the past three years.

(Signed) (Signed)
Active Fun Corporation Mr. Donald Gaffney
Ms. Gina Butler 10/15/10
Date

4 See Amended Complaint, p. 3; rollo, p. 91.
® 14

50 1d. at 173.

SUId.

52 Dionav. Balangue, supra note 38, at 31.
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WE CONCUR:
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CERTIFICATION

Pursuant to Section 13, Article VIII of the Constitution and the
Division Chairperson’s Attestation, I certify that the conclusions in the
above Decision had been reached in consultation before the case was
assigned to the writer of the opinion of the Court’s Division.

W

MARIA LOURDES P. A. SERENO
Chief Justice

%S



