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**Title:** *Citibank, N.A. vs. Modesta R. Sabeniano: A Case on Compensatory Claims and
Banking Practice Disputes in the Philippines*

**Facts:**

The legal battle between Modesta R. Sabeniano and Citibank, N.A. (formerly First National
City Bank) along with Investors’ Finance Corporation (doing business under FNCB Finance)
unfolded  over  a  complex  sequence  of  financial  transactions  and  alleged  obligations.
Sabeniano,  a client  of  Citibank in both its  Manila and Geneva branches and of  FNCB
Finance, became embroiled in dispute following Citibank’s claim of offsetting her loans with
her  deposits  and  money  market  placements  due  to  non-payment.  This  was  despite
Sabeniano’s denial of such outstanding loans or consent to the set-off arrangements.

Upon repeated demands for payment and Sabeniano’s refusal, Citibank used her deposits
and placements for loan liquidation. The transactions in question included the application of
money market placements with FNCB Finance, deposits in her Citibank bank accounts, and
proceeds from her dollar accounts with Citibank-Geneva against her outstanding loans,
thereby nullifying her obligations but also emptying her accounts. Sabeniano countered by
suing Citibank and FNCB Finance for “Accounting, Sum of Money and Damages” before the
Regional Trial Court (RTC) of Makati City, docketed as Civil Case No. 11336.

The RTC’s decision was partly in favor of Sabeniano, leading all parties to appeal to the
Court  of  Appeals,  which wholly  favored Sabeniano,  prompting Citibank to escalate the
matter to the Supreme Court under a Petition for Review on Certiorari. Post-Supreme Court
Decision, motions for reconsideration and clarifications were filed by both parties, leading
to the resolution detailed below.

**Issues:**

The Supreme Court tackled several legal issues, chiefly:
1.  The  validity  of  using  Sabeniano’s  dollar  deposits  in  Citibank-Geneva  to  offset  her
outstanding loan obligations with Citibank Manila.
2. The authenticity and application of a Declaration of Pledge claimed by Citibank to support
their offsetting actions.
3. The lawful interests and accuracy of transactions and compensations made between the
parties.

**Court’s Decision:**
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In resolving the issues,  the Supreme Court’s  resolution adhered largely  to  its  original
decision:
1. It affirmed that Citibank had no authority to remit Sabeniano’s dollar accounts from
Citibank-Geneva for offsetting her loan obligations due to the lack of direct creditor-debtor
relationship between the branches involved and Sabeniano’s lack of consent.
2. Citibank’s alternative argument, rooted in the promissory notes authorizing offsetting by
“any money…to the credit of the undersigned,” was dismissed. The Court differentiated
between  Citibank’s  branches  and  emphasized  that  without  an  explicit  authority  or
contractual provision permitting such actions, the compensation was not valid.
3. On the Declaration of Pledge, crucial in Citibank’s defense, the Supreme Court found
insufficient grounds to deem it authentic or effective, especially since Citibank failed to
produce  the  original  for  examination,  raising  doubts  over  its  validity  and  Sabeniano’s
alleged consent.

**Doctrine:**

The case reiterates the doctrine that legal compensation requires the presence of mutual
creditor-debtor  relationships  between  the  parties  involved  and  consent  if  such
arrangements would draw upon deposits or placements not directly linked to the obligations
in question.

**Class Notes:**

1. **Principle of Mutuality in Loans and Deposits:** A bank cannot offset a customer’s loan
obligations with their deposits in another branch without explicit contractual authority or
the customer’s direct consent.
2.  **Contracts  of  Adhesion:**  Stipulations  in  predefined  contracts  cannot  be  extended
beyond their clear stipulations without explicit agreement from all parties involved.
3.  **Best  Evidence  Rule  in  Documents:**  In  disputes  involving  the  authenticity  of  a
document, the original document is paramount for examination. A party’s failure to present
this when they have superior access to it can lead to inferences against their claims.

**Historical Background:**

This case reflects the intricate legal relationships and obligations that underpin banking
operations with international dimensions. It underscores the critical importance of clear
consents and authorities in transactions spanning different jurisdictions, as well  as the
Philippine legal system’s stance on protecting depositors’ rights against unauthorized bank
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compensations. This decision also highlights the evolving nature of banking practices and
the  legal  interpretations  of  contracts  and obligations  within  such  a  context,  setting  a
precedent in disputes involving bank deposits and loan obligations.


