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PERALTA, J.:

Thisis a petition for review on certiorari, under Rule 45 of the Rules of Court, seeking to annul and set aside the
Decision[1] dated September 28, 2001, rendered by the Court of Appeas (CA) in CA-G.R. SP No. 57732,
dismissing the petition and affirming the assailed Orders of the Regional Trial Court (RTC) of Cagayan de Oro
City, Branch 21 in Civil Case No. 99-352, dated December 14, 1999 and January 11, 2000.

The factual and procedural antecedents are as follows:

In June 1993, Asian Water Resources, Inc. (AWRI), represented by herein petitioners, applied for a real estate
loan with the Philippine Bank of Communications (PBCOM) to fund its purified water distribution business. In
support of the loan application, petitioners submitted a Board Resolution[2] dated June 7, 1993. The loan was
guaranteed by collateral over the property covered by Transfer Certificate of Title No. T-13020.[3] The loan was
eventually approved.[4]

In August 1996, AWRI applied for a bigger loan from PBCOM for additional capitalization using the same Board
Resolution, but without any additional real estate collateral. Considering that the proposed additional loan was
unsecured, PBCOM required al the members of the Board of Directors of AWRI to become sureties. Thus, on
August 16, 1996, a Surety Agreement[5] was executed by its Directors and acknowledged by a notary public on
the same date. All copies of the Surety Agreement, except two, were kept by PBCOM. Of the two copies kept by
the notary public, one copy was retained for his notarial file and the other was sent to the Records Management
and Archives Office, through the Office of the RTC Clerk of Court.[6]

Thereafter, on December 16, 1998, AWRI informed the bank of its desire to surrender and/or assign in its favor,
all the present properties of the former to apply as dacion en pago for AWRI's existing loan obligation to the
bank.[7] On January 11, 1999, PBCOM sent areply denying the request. On May 12, 1999, PBCOM sent a letter
to petitioners demanding full payment of its obligation to the bank.[8]

Its demands having remained unheeded, PBCOM instructed its counsel to file a complaint for collection against
petitioners. The case was docketed as Civil Case No. 99-352.

On July 3, 1999, petitionersfiled their Answer. It alleged, among other things, that they were not personally liable
on the promissory notes, because they signed the Surety Agreement in their capacities as officers of AWRI. They
clamed that the Surety Agreement attached to the complaint as Annexes "A" to "A-2"[9] were fasified,
considering that when they signed the same, the words "In his personal capacity” did not yet appear in the
document and were merely intercalated thereon without their knowledge and consent.[10]
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In support of their allegations, petitioners attached to their Answer a certified photocopy of the Surety Agreement
issued on March 25, 1999 by the Records Management and Archives Office in Davao City,[11] showing that the
words "In his personal capacity” were not found at the foot of page two of the document where their signatures
appeared.[12]

Because of this development, PBCOM's counsel searched for and retrieved the file copy of the Surety Agreement.
The notarial copy showed that the words "In his personal capacity” did not appear on page two of the Surety
Agreement.[13]

Petitioners counsel then asked PBCOM to explain the alteration appearing on the agreement. PBCOM
subsequently discovered that the insertion was ordered by the bank auditor. It alleged that when the Surety
Agreement was inspected by the bank auditor, he called the attention of the loans clerk, Kenneth Cabahug, as to
why the words "In his personal capacity" were not indicated under the signature of each surety, in accordance
with bank standard operating procedures. The auditor then ordered Mr. Cabahug to type the words "In his
personal capacity" below the second signatures of petitioners. However, the notary public was never informed of
the insertion.[14] Mr. Cabahug subsequently executed an affidavit[15] attesting to the circumstances why the
insertion was made.

PBCOM then filed a Reply and Answer to Counterclaim with Motion for Leave of Court to Substitute Annex "A"
of the Complaint,[16] wherein it attached the duplicate original copy retrieved from the file of the notary public.
PBCOM also admitted its mistake in making the insertion and explained that it was made without the knowledge
and consent of the notary public. PBCOM maintained that the insertion was not a falsification, but was made only
to speak the truth of the parties' intentions. PBCOM also contended that petitioners were already primarily liable
on the Surety Agreement whether or not the insertion was made, having admitted in their pleadings that they
voluntarily executed and signed the Surety Agreement in the original form. PBCOM, invoking a liberal
application of the Rules, emphasized that the motion incorporated in the pleading can be treated as a motion for
leave of court to amend and admit the amended complaint pursuant to Section 3, Rule 10 of the Rules of Court.

On December 14, 1999, the RTC issued an Order[17] alowing the substitution of the altered document with the
original Surety Agreement, the pertinent portion of which reads:

August 16, 1996 attached as Annexes"A" to "A-2" of the reply and answer Resolving the Motion to Substitute
Annexes "A" to "A-2" of the complaint and the opposition thereto by the defendant, this Court, in the interest
of justice, hereby allows the substitution of said Annexes "A" to "A-2" of the complaint with the duplicate
original of notarial copy of the Agreement dated to counter-claim.

SO ORDERED.

Petitioners filed a motion for reconsideration,[18] but it was denied in the Order[19] dated January 11, 2000, to
wit:

Resolving the motion for reconsideration and the opposition thereto, the Court finds the motion substantially a
reiteration of the opposition to plaintiff's motion.

Additionally, the instant motion for reconsideration treats on evidentiary matter which can be properly
ventilated in the trial proper, hence, there is no cogent reason to disturb the Court's order of December 14,
1999.

SO ORDERED.
Aggrieved, petitioners sought recourse before the CA via a petition for certiorari under Rule 65 of the Rules of

Court, docketed as CA-G.R. SP No. 57732.
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Petitioners claimed that the RTC acted without or in excess of jurisdiction, or with grave abuse of discretion
amounting to lack or excess of jurisdiction in denying their motion for reconsideration and in allowing PBCOM to
substitute the altered copy of the Surety Agreement with the duplicate original notarial copy thereof considering
that the latter's cause of action was solely and principally founded on the falsified document marked as Annexes
"A"to"A-2."[20]

On September 28, 2001, the CA rendered a Decision dismissing the petition for lack of merit, the decretal portion
of which reads:

WHEREFORE, foregoing considered, the instant petition is hereby DENIED DUE COURSE and, accordingly,
DISMISSED for lack of merit. The assailed Orders dated December 14, 1999 and January 11, 2000 of the
Regional Tria Court of Cagayan de Oro City, Branch 21, are hereby AFFIRMED in toto.

SO ORDERED.[21]

Hence, the petition assigning the following errors:
|

The COURT committed a reversible error in affirming in toto the order of the lower court alowing the
substitution of the falsified document by relying on the provision of section 3, rule 10 of the rules of Court.

Acting as the court on the petition for certiorari, the court committed a reversible error having no jurisdiction
to rule on the obligation of the petitioners based on the falsified document

The court erred in giving credence to the alegation of respondent bank that from August 15 to December 9,
1997 asian water resources inc. obtained several availments of new bigger and additional loans totalLing
p2,030,000.00 evidenced by 4 promissory notes marked as annexes"B," "B-1," "B-2" and "B-3."

v

The court failed to consider the misapplication of the principle of equity committed by the lower court in
ordering the substitution of the falsified document.[22]

Petitioners argue that the CA committed a reversible error in affirming the Order of the RTC alowing the
substitution of the document by relying on Section 3, Rule 10 of the Rules of Court. Petitioners assert that the
Rules do not allow the withdrawal and substitution of a "falsified document” once discovered by the opposing
party.

Petitioners maintain that PBCOM's cause of action was solely and principally founded on the aleged "falsified
document” originally marked as

Annexes "A" to "A-2." Thus, the "withdrawal" of the document results in the automatic withdrawal of the whole
complaint on the ground that there is no more cause of action to be maintained or enforced by plaintiff against
petitioners. Also, petitioners argue that if the substitution will be allowed, their defenses that were anchored on
Annexes "A" to "A-2" would be gravely affected. Moreover, considering that the said document was already
removed, withdrawn, and disregarded by the RTC, the withdrawal and substitution of the document would
prevent petitioners from introducing the falsified documents during the trial as part of their evidence.[23]

Petitioners submit that the RTC misapplied the principle of equity when it alowed PBCOM to substitute the
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document with the original agreement. Petitioners also claim that the remedy of appeal after the termination of the
case in the RTC would become ineffective and inadequate if the Order of the RTC allowing the "withdrawal" and
"substitution” of the document would not be nullified, because the fal sified document would no longer be found in
the records of the case during the appeal .[ 24]

Petitioners contend that the CA went beyond the issue raised before it when it interpreted the provisions of the
Surety Agreement, particularly paragraph 4 thereof, and then ruled on the obligations of the parties based on the
document. Petitioners posit that the CA prematurely ruled on petitioners obligations, considering that their
obligations should be determined during trial on the merits, after the parties have been given the opportunity to
present their evidence in support of their respective claims. Petitioners stress that the CA went into the merit of
the case when it gave credence to the statement of fact of PBCOM that "From August 15 to December 9, 1997,
Asian Water Resources, Inc. obtained several availments on its additional loans totalling P2,030,000.00 as
evidenced by 4 promissory notes marked as Annexes B, B-1, B-2, and B-3. Thus, the conclusion of the CA in
declaring the petitioners liable as sureties violated their right to due process.[25]

For its part, PBCOM argues that since the complaint is based on an actionable document, i.e., the surety
agreement, the original or a copy thereof should be attached to the pleading as an exhibit, which shall be deemed
part of the pleading. Considering that the surety agreement is annexed to the complaint, it is an integral part
thereof and its substitution with another copy isin the nature of a substantial amendment, which is allowed by the
Rules, but with prior leave of court.

Moreover, PBCOM alleges that since the Rules provides that substantial amendments may be made upon |eave of
court, the authority of the RTC to allow the amendment is discretionary. Thus, the CA correctly held that the act
of granting the said substitution was within the clear and proper discretion of the RTC.

The petition is without merit.

As to the substitution of the earlier surety agreement that was annexed to the complaint with the original thereof,
this Court finds that the RTC did not err in allowing the substitution.

The pertinent rule on actionable documents is found in Section 7, Rule 8 of the Rules of Court, which provides
that when the cause of action is anchored on a document, its substance must be set forth, and the original or a
copy thereof "shall" be attached to the pleading as an exhibit and deemed a part thereof, to wit:

Section 7. Action or defense based on document. - Whenever an action or defense is based upon a written
instrument or document, the substance of such instrument or document shall be set forth in the pleading, and
the original or a copy thereof shall be attached to the pleading as an exhibit, which shall be deemed to be a part
of the pleading, or said copy may with like effect be set forth in the pleading.

With respect to PBCOM's right to amend its complaint, including the documents annexed thereto, after petitioners
have filed their answer, Section 3, Rule 10 of the Rules of Court specifically allows amendment by leave of court.
The said Section states:

SECTION 3. Amendments by leave of court. Except as provided in the next preceding section, substantial
amendments may be made only upon leave of court. But such leave may be refused if it appears to the court
that the motion was made with intent to delay. Orders of the court upon the matters provided in this section
shall be made upon motion filed in court, and after notice to the adverse party, and an opportunity to be heard.

This Court has emphasized the import of Section 3, Rule 10 of the 1997 Rules of Civil Procedurein Vaenzuelav.
Court of Appeals,[26] thus:

Interestingly, Section 3, Rule 10 of the 1997 Rules of Civil Procedure amended the former rule in such manner
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that the phrase "or that the cause of action or defense is substantially altered" was stricken-off and not retained
in the new rules. The clear import of such amendment in Section 3, Rule 10 is that under the new rules, "the
amendment may (now) substantially alter the cause of action or defense." This should only be true, however,
when despite a substantial change or ateration in the cause of action or defense, the amendments sought to be
made shall serve the higher interests of substantial justice, and prevent delay and equally promote the laudable
objective of the rules which is to secure a "just, speedy and inexpensive disposition of every action and
proceeding."[27]

The granting of leave to file amended pleading is a matter particularly addressed to the sound discretion of the
trial court; and that discretion is broad, subject only to the limitations that the amendments should not
substantially change the cause of action or alter the theory of the case, or that it was not made to delay the
action.[28] Nevertheless, as enunciated in Vaenzuela, even if the amendment substantially aters the cause of
action or defense, such amendment could still be alowed when it is sought to serve the higher interest of
substantial justice; prevent delay; and secure a just, speedy and inexpensive disposition of actions and
proceedings.

The courts should be liberal in allowing amendments to pleadings to avoid a multiplicity of suits and in order that
the real controversies between the parties are presented, their rights determined, and the case decided on the
merits without unnecessary delay. This liberality is greatest in the early stages of alawsuit, especially in this case
where the amendment was made before the trial of the case, thereby giving the petitioners all the time allowed by
law to answer and to prepare for trial .[29]

Furthermore, amendments to pleadings are generally favored and should be liberally allowed in furtherance of
justice in order that every case, may so far as possible, be determined on its real facts and in order to speed up the
trial of the case or prevent the circuity of action and unnecessary expense. That is, unless there are circumstances
such as inexcusable delay or the taking of the adverse party by surprise or the like, which might justify arefusal of
permission to amend.[30]

In the present case, there was no fraudulent intent on the part of PBCOM in submitting the altered surety
agreement. In fact, the bank admitted that it was a mistake on their part to have submitted it in the first place
instead of the original agreement. It also admitted that, through inadvertence, the copy that was attached to the
complaint was the copy wherein the words "IN HIS PERSONAL CAPACITY" were inserted to conform to the
bank's standard practice. This alteration was made without the knowledge of the notary public. PBCOM's counsel
had no idea that what it submitted was the altered document, thereby necessitating the substitution of the surety
agreement with the original thereof, in order that the case would be judiciously resolved.

Verily, it isacardinal rule of evidence, not just one of technicality but of substance, that the written document is
the best evidence of its own contents. It is also a matter of both principle and policy that when the written contract
is established as the repository of the parties' stipulations, any other evidence is excluded, and the same cannot be
used to substitute for such contract, or even to alter or contradict the latter.[31] The origina surety agreement is
the best evidence that could establish the parties respective rights and obligations. In effect, the RTC merely
alowed the amendment of the complaint, which consequently included the substitution of the altered surety
agreement with a copy of the original.

It iswell to remember at this point that rules of procedure are but mere tools designed to facilitate the attainment
of justice. Their strict and rigid application that would result in technicalities that tend to frustrate rather than
promote substantial justice must always be avoided.[32] Applied to the instant case, this not only assures that it
would be resolved based on real facts, but would also aid in the speedy disposition of the case by utilizing the best
evidence possible to determine the rights and obligations of the party- litigants.
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Moreover, contrary to petitioners contention, they could not be prejudiced by the substitution since they can still
present the substituted documents, Annexes"A" to A-2," as part of the evidence of their affirmative defenses. The
substitution did not prejudice petitioners or delay the action. On the contrary, it tended to expedite the
determination of the controversy. Besides, the petitioners are not precluded from filing the appropriate criminal
action against PBCOM for attaching the altered copy of the surety agreement to the complaint. The substitution of
the documents would not, in any way, erase the existence of falsification, if any. The case before the RTC is civil
in nature, while the aleged falsification is criminal, which is separate and distinct from another. Thus, the RTC
committed no reversible error when it alowed the substitution of the altered surety agreement with that of the
original.

A Petition for Certiorari under Rule 65 of the Rules of Court isintended for the correction of errors of jurisdiction
only or grave abuse of discretion amounting to lack or excess of jurisdiction. Its principal office is only to keep
the inferior court within the parameters of its jurisdiction or to prevent it from committing such a grave abuse of
discretion amounting to lack or excess of jurisdiction.[33]

For a petition for certiorari to prosper, the essential requisites that have to concur are: (1) the writ is directed
against atribunal, a board or any officer exercising judicia or quasi-judicial functions; (2) such tribunal, board or
officer has acted without or in excess of jurisdiction, or with grave abuse of discretion amounting to lack or excess
of jurisdiction; and (3) there is no appea or any plain, speedy and adequate remedy in the ordinary course of
law.[34]

The phrase without jurisdiction means that the court acted with absolute lack of authority or want of legal power,
right or authority to hear and determine a cause or causes, considered either in genera or with reference to a
particular matter. It means lack of power to exercise authority. Excess of jurisdiction occurs when the court
transcends its power or acts without any statutory authority; or results when an act, though within the general
power of a tribunal, board or officer (to do) is not authorized, and is invalid with respect to the particular
proceeding, because the conditions which alone authorize the exercise of the general power in respect of it are
wanting. Grave abuse of discretion implies such capricious and whimsical exercise of judgment as to be
equivalent to lack or excess of jurisdiction; simply put, power is exercised in an arbitrary or despotic manner by
reason of passion, prejudice, or personal hostility; and such exercise is so patent or so gross as to amount to an
evasion of a positive duty or to a virtual refusal either to perform the duty enjoined or to act at al in
contemplation of law.[35]

The present case failed to comply with the above-stated requisites. In the instant case, the soundness of the RTC's
Order alowing the substitution of the document involves a matter of judgment and discretion, which cannot be
the proper subject of a petition for certiorari under Rule 65. This rule is only intended to correct defects of
jurisdiction and not to correct errors of procedure or mattersin the trial court's findings or conclusions.

However, this Court agrees with the petitioners' contention that the CA should not have made determinations as
regards the parties' respective rights based on the surety agreement. The CA went beyond the issues brought
before it and effectively preempted the RTC in making its own determinations. It is to be noted that the present
case is still pending determination by the RTC. The CA should have been more cautious and not have gone
beyond the issues submitted before it in the petition for certiorari; instead, it should have squarely addressed
whether or not there was grave abuse of discretion on the part of the RTC in issuing the Orders dated December
14, 1999 and January 11, 2000.

WHEREFORE, premises considered, the petition is DENIED. Subject to the above disquisitions, the Decision of
the Court of Appealsin CA-G.R. SP No. 57732, dated September 28, 2001, and the Orders of the Regiona Tria
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Court of Cagayan de Oro City, Branch 21, in Civil Case No. 99-352, dated December 14, 1999 and January 11,
2000, are AFFIRMED.

SO ORDERED.

Carpio Morales,[*] Chico-Nazario, Acting Chairperson,[**] Velasco, Jr., and Nachura, JJ., concur.

[*] Designated as an additional member in lieu of Associate Justice Consuelo Y nares-Santiago per Special Order
No. 679 dated August 3, 2009

[**] Per Special Order No. 678 dated August 3, 2009.

[1] Penned by Associate Justice B. A. Adefuin-De la Cruz, with Associate Justices Andres B. Reyes, Jr. and
AmelitaG. Tolentino, concurring, rollo, pp. 25-30.

[2] CA rollo, p. 113.
[3] Id. at 114.

[4] Rollo, p. 26.

[5] CA rallo, pp. 116-118.
[6] Rollo, p. 26.

[7] CA rollo, p. 122.
[8] Id. at 37.

[9] Id. at 55-58.

[10] Rallo, p. 26.
[11] CA rallo, pp. 38-40.
[12] Id.

[13] Rallo, p. 27.
[14] Id. at 26.

[15] CA rallo, p. 115.
[16] Id. at 50-57.

[17] Id. at 68.

[18] Id. at 69-72.

[19] Id. at 81.

[20] Rallo, p. 28.
[21] Id. at 30.

[22] Id. at 60-61.

[23] Id. at 61-64.
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[31] ACI Philippines, Inc. v. Coquia, G.R. No. 174466, July 14, 2008, 558 SCRA 300, 309-310.

[32] Philippine National Bank v. Sanao Marketing Corporation, G.R. No. 153951, July 29, 2005, 465 SCRA 287,
307.

[33] People of the Philippinesv. Court of Appeals, 468 Phil. 1, 10 (2004).
[34] Rules of Court, Rule 65, Sec. 1.
[35] Tagle v. Equitable PCI Bank, G.R. No. 172299, April 22, 2008, 552 SCRA 424, 437.
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