G.R. No. L-33172. October 18, 1979 (Case Brief / Digest)

## Case Title
**Ernesto Cease, et al. vs. Honorable Court of Appeals, et al.**

## Facts

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

1. **Formation of Corporation (1908):**

- Forrest L. Cease and five other American citizens formed the Tiaong Milling and
Plantation Company.

- Forrest eventually bought out the other incorporators, with his children (Ernesto, Cecilia,
Teresita, Benjamin, Florence) and a member of the family, Bonifacia Tirante, becoming
primary stakeholders.

2. **Expiration and Death (1958-1959):**
- The company’s charter expired in June 1958.
- Forrest L. Cease died on August 13, 1959.

3. **Dispute Among Heirs (1959-1960):**

- Shares were extrajudicially partitioned among the children on October 19, 1959.

- A dispute arose: Benjamin and Florence wanted to divide the assets, while Ernesto,
Cecilia, and Teresita wanted reincorporation.

- The latter group formed the FL Cease Plantation Company, incorporating it on December
9, 1959.

4. **Legal Action Initiated (1960-1961):**

- Benjamin and Florence filed Special Proceeding No. 3893 to settle Forrest’s estate and
Civil Case No. 6326 requesting the division of Tiaong Milling’s properties.

- Despite efforts to place the properties under receivership, the defendants filed bonds to
retain possession.

- On May 21, 1961, the board of liquidators of Tiaong Milling executed an assignment and
trust agreement in favor of FL Cease Plantation Co.

**Procedural Posture:**

5. *¥Trial Court Decisions (1969-1970):**

- The trial court ruled in favor of Benjamin and Florence on December 27, 1969, deeming
Tiaong Milling’s properties part of Forrest’s estate and ordering their division.

- The defendants’ appeal notice and bond were dismissed by the trial court as premature on
April 27, 1970.
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6. **Appeals (1970):**

- The Supreme Court remanded the case to the Court of Appeals on May 27, 1970.

- The Court of Appeals dismissed the mandamus petition on July 1, 1970, but allowed the
certiorari and prohibition petition to proceed on August 19, 1970.

- The Court of Appeals ultimately dismissed the petition on December 9, 1970.

**Further Legal Developments:**

7. **Subsequent Petitions (1972-1976):**

- Another certiorari and prohibition petition was filed in G.R. No. L-35629, challenging the
appointment of a receiver but was denied by the Supreme Court.

- Various petitions for restraining orders were filed, with temporary restraining orders
issued and then lifted.

- Attempts at compromise failed, leading to further contempt citations and managerial
changes in the receivership.

## Issues

1. **Exercise of Jurisdiction:**

- Whether the lower court wrongfully exercised jurisdiction by adjudicating both the Special
Proceedings for estate settlement and Civil Case for partition concurrently.

2. *Qwnership of Properties:**
- Whether the trial court was correct in ruling that the properties of Tiaong Milling are also
part of Forrest L. Cease’s estate.

3. *Interlocutory Nature of Decision:**
- Whether the decision of December 27, 1969, was interlocutory and hence not appealable,
thus rendering the mandamus petition legitimate.

## Court’s Decision

1. **Jurisdiction:**

- The Supreme Court upheld the dismissal of the Special Proceedings, affirming that judicial
administration was unnecessary as there were no creditors and partition was feasible.

2. *QOwnership:**

- The Court supported the trial court’s finding that Tiaong Milling’s properties were in fact
part of Forrest’s estate based on the doctrine of piercing the corporate veil. The corporation
was deemed Forrest’s alter ego and its assets part of his estate.
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3. **Interlocutory Nature:**
- The Court ruled that the decision was not interlocutory but final with regards to the
partition, thus dismissing the mandamus petition as improper.

## Doctrine

- **Piercing the Corporate Veil:** The corporate entity will be disregarded when it is used to
perpetrate fraud, defeat public convenience, or justify wrong. In this case, Tiaong Milling
and Forrest L. Cease were considered one legal entity due to their indistinguishable
operations and shared accounts.

- *Judicial Partition Over Administration:** When no creditors exist and partition is
feasible, judicial administration of an estate is unnecessary and burdensome.

## Class Notes

- **Piercing the Corporate Veil:** Key Concept - It is invoked to prevent misuse of the
corporate form, denying separate corporate personality when used to commit injustice.

- *Relevant Statute*: Section 77 of Act No. 1459 (Corporation Law).

- *Application*: Asserted when corporate and personal finances and management are
indistinguishably merged.

- *Judicial Partition vs. Administration:**

- *Principle*: Partition is preferred over lengthy administration when the estate is debt-free
and rightful heirs are clear.

- *Application*: Liberates estates from unnecessary administration by allowing courts to
order partition directly.

## Historical Background

- **Corporate Formation in Early 20th Century Philippines:** Similar to the Tiaong Milling
and Plantation Company, many corporations were started by foreign nationals investing in
the Philippines.

- **Corporate Liquidation:** Corporate entities had a limited lifespan (often 50 years),
requiring charter renewal or liquidation. Upon termination, interests of shareholders or
heirs often clashed, leading to legal disputes on asset disposition.

- **Philippine Jurisprudence Evolution:** Decisions like this reflect the evolving legal
doctrines relating to corporate entities and estates, promoting efficiency and justice by
reducing procedural delays and unnecessary administration when the estate is debt-free.
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