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Title:
Palm Avenue Holding Co., Inc. and Palm Avenue Realty and Development Corporation vs.
Sandiganbayan and Republic of the Philippines

Facts:
On  October  27,  1986,  the  Presidential  Commission  on  Good  Government  (PCGG)
sequestered the assets of Palm Avenue Holding Co.,  Inc.  and Palm Avenue Realty and
Development  Corporation (collectively,  the  Palm Companies),  which included shares  in
Benguet Corporation. The sequestration was based on information that these assets were
beneficially  owned  by  Benjamin  “Kokoy”  Romualdez,  a  confidant  of  former  President
Ferdinand Marcos.

The Republic, represented by the PCGG, commenced Civil Case No. 0035, targeting the
assets acquired by Marcos and his associates, but did not initially name the Palm Companies
as defendants. Following a June 16, 1989 Resolution by the Sandiganbayan, and affirmed by
the Supreme Court on November 5, 1991, the Palm Companies were ordered to be included
as defendants.

The Palm Companies moved to lift the writ of sequestration in 1997, but this motion was
denied in January 2003. Subsequent motions for reconsideration were also denied, which
led to the filing of the petition in G.R. No. 173082.

In  parallel,  after  the  Sandiganbayan  granted  the  Palm  Companies’  motion  to  release
sequestered funds for investment purposes, and later dismissed the Republic’s complaint for
lack of cause of action against the Palm Companies, they also moved for the release of all
sequestered assets. The Sandiganbayan granted this in an October 2010 resolution, which
was contested by the Republic in G.R. No. 195795.

Issues:
1. Whether the Sandiganbayan committed grave abuse of discretion in denying the motion
to lift the writ of sequestration on the Palm Companies’ assets.
2. Whether the Sandiganbayan committed grave abuse of discretion in ordering the release
of the sequestered assets to the Palm Companies.

Court’s Decision:
The  Supreme  Court  granted  the  petition  in  G.R.  No.  173082  and  affirmed  the
Sandiganbayan’s denial of the Palm Companies’ motion to lift the writ of sequestration. The
Court found that Section 26, Article XVIII of the 1987 Constitution required the initiation of
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judicial action against the Palm Companies within six months from its ratification (February
2, 1987), which was not complied with. Consequently, the sequestration order was deemed
automatically lifted.

The Supreme Court  also  dismissed the petition in  G.R.  No.  195795 for  lack of  merit,
affirming the Sandiganbayan’s order for the release of sequestered assets to the Palm
Companies, as the main case was dismissed against them, effectively leaving no writ of
sequestration to contest.

Doctrine:
1. A sequestration or freeze order is deemed automatically lifted if no judicial action or
proceeding is commenced within the prescribed constitutional time frame.
2. A corporation must be named as a defendant in a case where it is a real party-in-interest,
in recognition of its separate legal personality and to provide it with due process.
3. Failure to provide a proper bill of particulars that informs the defendant of the charges
against them can result in the dismissal of the case for failure to state a cause of action.

Class Notes:
– The real party-in-interest requirement: the party who stands to be benefited or injured by
the judgment must be named in the suit.
– A cause of action consists of: (1) a right in favor of the plaintiff; (2) an obligation for the
defendant to respect said right; (3) an act or omission breaching said obligation.
–  A  motion for  a  bill  of  particulars  allows a  defendant  to  seek clarification on vague
allegations to prepare a responsive pleading or defense.
– Dismissal for lack of cause of action can result when a complaint fails to state the elements
necessary to constitute a valid cause of action.

Historical Background:
This case reflects the ongoing efforts to recover ill-gotten wealth by the Marcos regime in
the Philippines. The PCGG was established to reclaim assets unlawfully amassed during
Marcos’ presidency. The legal battles surrounding these efforts often address issues of due
process, sequestration orders, and the rights of corporations potentially involved in hiding
ill-gotten wealth. This case clarifies procedural safeguards for entities caught in the dragnet
of such recovery efforts.


