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SECOND DIVISION

[ G.R. No. 122216, March 28, 2001 ]

ALJEM'S CORPORATION (LOGGING DIVISION), REPRESENTED
BY ITS PRESIDENT, PACIFICO V. DIZON, JR., PETITIONER, VS.
COURT OF APPEALS, HON. HILARIO I. MAPAYO, PRESIDING
JUDGE OF THE REGIONAL TRIAL COURT, BRANCH 8, DAVAO
CITY, AND RUDY Y. CHUA, RESPONDENTS.

DECISION
MENDOZA, J.:

This is a petition for review of the decision,[!] dated April 18, 1995, of the Court of
Appeals in CA-G.R. No. 34831, affirming the approval by the Regional Trial Court,
Branch 8, Davao City, of the report of a commissioner on the examination of the
accounting records of petitioner.

The facts are as follows:

Petitioner Aljem's Corporation Logging Division (Aljem) was a joint venture entered
into between petitioner's representative, Pacifico V. Dizon, Jr. and private respondent
Rudy Y. Chua. Dizon served as the venture's president, while private respondent was

its vice-president.[2] The joint venture operated from June 1988 to August 1990.
The parties initially agreed upon a 55-45 sharing basis (with the higher percentage

going to the petitioner), which they later modified to 50-50.[3!

On August 11, 1992, private respondent sued petitioner for a sum of money and for
damages. In his complaint filed with the Regional Trial Court, Branch 8, Davao City,
private respondent alleged, among other things, that according to the financial
report prepared by a certified public accountant commissioned by him, the logging
operations of the joint venture earned an income of P3,659,710.07 from January to

August 1990.[4] Private respondent alleged that this figure was subsequently

confirmed by petitioner's certified public accountant,[>] but despite repeated
demands by him for the payment of his 50% share of the income from the logging

operations of their joint venture, petitioner refused to pay him his share.[®]

In its answer, petitioner alleged that private respondent's auditor bloated the joint
venture's net operating income for the year 1990 to P3,659,710.07 and that the

correct amount, as found by petitioner's accountant, was only P2,089,141.80.[7]
Petitioner alleged that pursuant to a partial liquidation of the joint venture on August
2, 1990, private respondent received P2,632,719.85 which represents his share in
the assets as well as in the net operation income of the venture. What was left to be
liquidated, according to petitioner, were the disposition of undivided equipment and
collection of receivables, payment of taxes, and adjustment of private respondent's
share upon the arrangement on the value of petitioner's equipment share in the



amount of P55,970.32.[8]

As an affirmative defense, petitioner averred that taking into account the entire
operation of the joint venture, the amount of the joint venture's undistributed assets
from 1988 to 1990 was only P584,657.63. It claimed that private respondent had no
cause of action against it (petitioner) and that the latter's claim was based on a

fraudulent scheme.[°]

During the pre-trial conference of the case, the parties agreed to refer the case to a
commissioner. For this reason, Leonora B. Cainglet was appointed commissioner by

the trial court and ordered to conduct an audit of petitioner's accounting records.[10]
The commissioner thereafter required the parties to produce the records of the
company, consisting of the joint venture agreement, books of accounts from the
start of the joint venture's operations up to its liquidation, sales invoices, cash
vouchers, journal vouchers, payrolls, and other documents pertaining to business
transactions, monthly bank statements, used and canceled checks, bank
reconciliations, savings passbooks, if any, financial statements, and statement of

joint venture liquidation.[11] The commissioner interviewed petitioner's
representative as well as private respondent, after which she filed her report in
court, furnishing copies of the same to the parties on March 15, 1993.

On March 26, 1993, petitioner filed a Manifestation and Motion, alleging that there
were discrepancies concerning sales, depreciation, and interest between the audit
report and the report of its (petitioner's) auditor. Petitioner asked for copies of
certain cash vouchers, journal vouchers, and checks covering, among other things,
repairs and maintenance, representation, fuel, oil and lubricants, and freight and
handling. It was subsequently allowed to examine the documents in court.

On May 27, 1993, petitioner filed its comments and objections to the
commissioner's report, praying that the commissioner be directed to identify the
transactions, receipts, or documents which she disallowed, disapproved, or
excluded, covering the abovementioned variances, and be ordered to correct the

errors which she had allegedly committed.[12] The trial court conducted a total of
fourteen (14) hearings from May 29 to September 28, 1993 to clarify the variances

pointed out by petitioner.[13]

On December 6, 1993, the trial court issued an order confirming the commissioner's

report and adopting her findings of facts and conclusions as those of the court.[14]
Petitioner filed a motion for reconsideration, contending that the commissioner did
not observe the mandatory requirements of Rule 33, §§3 and 5 of the 1964 Rules of

Court[15] relative to the conduct of hearings before the commissioner and the
setting of the time and place for the first meeting of the parties, and that it was
error for the trial court to approve the commissioner's report over the objections of

petitioner.[16] Petitioner contended that instead of merely interviewing the parties,
the commissioner should have subpoenaed witnesses who could enlighten her under
oath about the true agreements, oral and written, of the parties and about the
manner in which they conducted their venture and that it was not within the power
of the commissioner to alter or modify what had been agreed upon by the joint

venturers themselves.[17]



On August 1, 1994, the trial court denied petitioner's motion for reconsideration.[18]
Petitioner filed a petition for certiorari and prohibition to set aside the orders of the
trial court, but the Court of Appeals dismissed its petition. Petitioner filed a motion
for reconsideration, but its motion was likewise denied. Hence this petition.

The main issue in this case is whether the order of the trial court confirming and
adopting the commissioner's report should be set aside on the ground that the
commissioner merely based her report on her interview of the parties and did not
hold any formal hearing.

In dismissing the petition for certiorari and prohibition filed by petitioner, the Court
of Appeals held:

While the procedure laid down by the [Rules of Court] in the conduct of
the auditing process concerning the requirement that the parties and/or
their respective counsels should be summoned by the commissioner for a
"first" meeting, and that the persons who are summoned by the
commissioner should be placed under oath, [was] not done by the court
commissioner appointed by the respondent court, We find and so hold
that under Rule 33, Section 3 of the Rules, the order of reference may
specify or limit the powers of the commissioner, the court can direct the
commission[er] to report only upon particular issues, or to do or perform
certain particular acts, or receive evidence only, or fix the date for the
beginning and closing of the hearings. Thus, the court-appointed
commissioner can act and perform the power and authority only in
accordance with, and within the limits of the very order directly handed
down by the court which appointed him. The commissioner is obliged to
work only under those constraints and within specific pre-determined
concerns.

Respondent court's order to Mrs. Cainglet was specific, "to conduct an
audit of defendant's (petitioner's) accounting records." In compliance
with, and in fulfillment of, the order, Mrs. Cainglet required the parties to
submit the relevant documents and papers, after which she examined
them and on the basis of which she prepared and submitted the audit
report in the court. With respondent's court order as frame of reference,
we find and so hold that the court commissioner performed her task
within the well-defined order to the letter. She did not hold any hearing

and swore no witnesses for she was not ordered to do so.[1°]

The Court of Appeals rejected petitioner's assertion that it was not afforded the
opportunity to object to the disallowance or disapproval of certain items in the
computation of the assets of petitioner. It pointed out that, among the persons who
were interviewed by the commissioner, were petitioner's representative, Pacifico V.
Dizon, Jr, and private respondent. Petitioner, therefore, had an adequate
opportunity to inquire about the progress of the audit and challenge the
commissioner's report if there were certain items therein that in its opinion should

be disallowed, disapproved, or excluded.[20]

In this appeal, petitioner contends that the commissioner should have conducted a
formal hearing as the order of the trial court directed her to conduct an "audit" of
petitioner's accounting records. It argues that the term "audit" means "a formal or



