G.R. NO. 160242. May 17, 2005 (Case Brief / Digest)

### Title:

Asian Construction and Development Corporation vs. Court of Appeals and Monark
Equipment Corporation (2004)

### Facts:
**Step-by-Step Series of Events:**

1. On March 13, 2001, Monark Equipment Corporation (MEC) filed a complaint against
Asian Construction and Development Corporation (ACDC) in the Regional Trial Court (RTC)
of Quezon City. The complaint was for a sum of money with damages due to unpaid rentals
and purchased equipment.

2. MEC claimed ACDC leased equipment from March to July 1998 but failed to pay rentals
amounting to P4,313,935.00. Additionally, equipment leased from July to August 1998 for a
power plant in Mauban, Quezon, remained unpaid with a balance of P456,666.67. MEC also
mentioned unpaid purchased equipment parts amounting to P237,336.20.

3. ACDC acknowledged the debt but filed a motion to admit an answer with a third-party
complaint against Bechtel Overseas Corporation, citing that Bechtel’s non-payment for
services resulted in ACDC’s inability to pay MEC.

4. MEC opposed ACDC’s motion for a third-party complaint, asserting the transactions were
independent and allowing such would cause delays.

5. The RTC denied ACDC’s motion for a third-party complaint and granted MEC’s motion for
summary judgment (considered as a motion for judgment on the pleadings), ordering ACDC
to pay MEC P5,071,335.86 plus 12% interest.

**Procedural Posture:**

After the RTC’s decision, ACDC appealed to the Court of Appeals (CA), which dismissed the
appeal and affirmed the RTC’s decision. ACDC’s subsequent motion for reconsideration was
denied. Thus, ACDC filed a petition for review with the Supreme Court, raising issues about
the propriety of the third-party complaint and judgment on the pleadings.

### Issues:

1. Whether a third-party complaint by ACDC against Bechtel Overseas Corporation is
proper.
2. Whether a judgment on the pleadings in favor of MEC was proper.
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### Court’s Decision:
The Supreme Court denied ACDC'’s petition for lack of merit.
**Analysis:**

1. **Third-party Complaint:** The Court found that there was no substantive basis for a
third-party claim. The lease agreements between ACDC and MEC were unrelated to ACDC'’s
transaction with Bechtel. ACDC’s obligations to MEC were independent of its dealings with
Bechtel.

2. ¥*Judgment on the Pleadings:** Since ACDC admitted its monetary obligation to MEC,
there was no genuine issue to be tried. The judgment on the pleadings was proper because
ACDC’s response did not present a defense that would merit a full trial.

### Doctrine:

- The essence of a third-party complaint is that there must be a substantive basis for the
claim, demonstrating a connection with the primary complaint’s transaction. The claim
against the third-party defendant must show a potential for indemnity, contribution,
subrogation, or other relief directly related to the original complaint’s claims.

##4# Class Notes:

- **Third-party Complaints:** To be viable, must demonstrate a substantive link to the
original action that could result in indemnity, contribution, or other forms of relief relevant
to the original claim.

- ¥Judgment on the Pleadings:** Appropriate when there’s an admission of the crucial facts
in the pleadings, leaving no genuine issue for trial.

### Historical Background:

This case illustrates the procedural mechanisms in Philippine civil litigation, particularly the
use of third-party complaints and summary judgments. It emphasizes the importance of
demonstrating a direct connection between the principal action and the claim against a
third-party defendant for the latter to be considered properly part of the case. Moreover, it
reaffirms the procedural principle that an admission of key factual assertions in the
pleadings can lead to a judgment on the pleadings, expediting resolution when no genuine
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issue for trial exists.
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