G.R. No. 146006. February 23, 2004 (Case Brief / Digest)

Title: Jose C. Lee and Alma Aggabao vs. Regional Trial Court of Quezon City, Branch 85, et
al.

Facts:

The Philippine International Life Insurance Company, Inc. (Philinterlife) was incorporated
on July 6, 1956, by Dr. Juvencio P. Ortanez, who owned 90% of its subscribed capital stock.
Upon his death on July 21, 1980, he was survived by his wife, legitimate and illegitimate
children. A petition for the administration of his intestate estate was filed, leading to the
appointment of his sons, Rafael and Jose Ortanez, as special administrators. The inventory
of the estate included Philinterlife shares.

On April 15, 1989, Juliana Ortanez sold her alleged conjugal share of Philinterlife stocks to
Filipino Loan Assistance Group (FLAG), and on October 30, 1991, Jose Ortanez also sold
shares claiming inheritance rights, both to FLAG. These sales were consolidated despite
being challenged by other heirs, specifically the illegitimate children and their special
administratrix Ma. Divina Ortanez-Enderes, who questioned the sales’ validity in court due
to lack of court approval and opposition to the extrajudicial partition of Dr. Ortaniez’s estate.

The court eventually ruled that the sales were void, which led to a series of petitions and
appeals, including a certiorari petition by Jose Lee and Alma Aggabao to the Court of
Appeals and, subsequently, to the Supreme Court. There were also attempts to execute the
order nullifying the sales and reinstate the shares to Dr. Ortanez’s estate. Despite various
court decisions affirming the nullity of the sales, Lee and Aggabao continued to challenge
these through various petitions, motions, and legal maneuvers.

Issues:

The primary legal issues revolved around whether:

1. The sale of shares by an heir of the decedent’s estate, without court approval, is valid.

2. Petitioners had been deprived of property without due process when the sales were
invalidated.

3. The nullity of sale and subsequent writ of execution could be carried out against
petitioners who claimed to have not been notified of the proceedings.

Court’s Decision:

The Supreme Court upheld the Court of Appeals’ decision, confirming that the sales of the
Philinterlife shares by Juliana and Jose Ortanez to FLAG were null and void for being done
without the required court approval during the pendency of the intestate proceedings. The
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court reiterated that any disposition of estate property must be authorized by the court and
clarified that FLAG’s ownership claim had no basis since the sale was invalid. Therefore, the
writ of execution against FLAG reinstating the shares to Dr. Ortafez’s estate was proper.

Doctrine:

The doctrine established in this case includes:

1. The necessity of probate court approval for any disposition of estate property by an
administrator or heir during the pendency of estate proceedings.

2. A disposition of estate property without court approval is null and void.

3. An heir can only sell their ideal or undivided share in the estate, not any specific
property, pending final adjudication.

4. The probate or intestate court has the authority to annul unauthorized or fraudulent
dispositions of estate property.

Class Notes:

Key elements synonymous with this case are:

- The necessity for court approval in the sale of estate property (Godoy vs. Orellano).

- Heirs can only sell their undivided share in the estate, not specific property (Dillena vs.
Court of Appeals).

- A sale without the probate court’s order is null and void (Manotok Realty, Inc. vs. Court of
Appeals).

- The principle that possession of hereditary property is transmitted from death under Art.
533 of the Civil Code.

- Due process requires reasonable opportunity to be heard, and ignoring proceedings and
motions does not constitute denial of due process (Salonga vs. Court of Appeals).

Historical Background:

At the time, the Philinterlife shares represented a substantial part of the decedent’s estate
and played a critical role in controlling the company. The court’s decision in this case
underscores the paramount importance of adhering to the probate court’s authority and the
necessity of protecting the estate and interests of all heirs during judicial settlement
proceedings. This case highlights the legal complexities involving estate administration and
the interplay of family law, property law, and due process in the Philippines.
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