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Title: De Galicia vs. Mercado

Facts: Robert G. de Galicia, a partner in RCL Enterprises, was involved in a financial dispute
that led to judicial proceedings. On December 15, 1997, under the request of his business
partner Carmen Arciaga,  he co-signed a Philbank check for  P50,000,  payable to  cash.
Unbeknownst to him, this check was rediscounted by Arciaga with Mely Mercado at an 8%
interest rate, with Mercado providing P46,000 in return. When the check was presented for
payment, it was dishonored due to insufficient funds. Mercado filed a complaint against de
Galicia and Arciaga for estafa and violation of Batas Pambansa Blg. 22.

In response, de Galicia filed a complaint in the Regional Trial Court (RTC) of Manila for the
nullification of the interest agreement and the check on the grounds that they were contrary
to public policy. The RTC dismissed his complaint for lack of jurisdiction, stating the amount
involved was only P50,000, and also because Carmen Arciaga, an indispensable party, was
not included in the complaint. De Galicia’s motion for reconsideration was denied, leading
him to file a petition for review under Rule 45 of the 1997 Rules of Civil Procedure on a pure
question of law to the Supreme Court.

Issues: The Supreme Court was tasked with determining whether the RTC had jurisdiction
over de Galicia’s complaint for the nullification of the payment agreement and check, and
whether the failure to include Carmen Arciaga as a party to the complaint was grounds for
its dismissal.

Court’s Decision: The Supreme Court found that the RTC indeed had jurisdiction over the
matter, as the complaint sought to annul an agreement, which is a matter incapable of
pecuniary estimation and thus within the RTC’s remit. However, the Court agreed with the
RTC’s dismissal  of  the complaint  due to the absence of  Arciaga,  who was deemed an
indispensable party.  Her involvement was crucial  to the resolution of  the dispute,  and
without her, a final and efficient determination of the case could not be achieved. Therefore,
the Supreme Court denied de Galicia’s petition.

Doctrine:  The  case  reaffirmed the  principles  regarding  the  determination  of  a  court’s
jurisdiction based on whether the subject  matter  of  an action is  capable of  pecuniary
estimation, as well as the fundamental rule requiring the joinder of all indispensable parties
to a suit. It underscored the importance of including all parties with a significant interest in
the litigation to ensure a comprehensive resolution of the dispute.
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1. Jurisdiction based on pecuniary estimation: Actions incapable of pecuniary estimation fall
under the jurisdiction of the RTC.
2. Indispensable parties: Parties without whom no final determination of an action can be
achieved must be included in the proceedings.
3. Rule 45 Review: A petition for review on a pure question of law under Rule 45 of the 1997
Rules  of  Civil  Procedure  allows  parties  to  elevate  cases  to  the  Supreme Court  when
jurisdictional issues are contested.
4.  Doctrine  of  Nullity  for  Public  Policy  Violations:  Agreements  or  transactions  that
contravene public policy may be declared null and void.

Historical Background: This case illustrates the procedural and jurisdictional complexities
involved  in  Philippine  civil  litigation,  particularly  in  disputes  arising  from  financial
transactions and the enforcement of agreements. It also highlights the judiciary’s role in
interpreting  and  applying  laws  concerning  commercial  practices,  public  policy
considerations,  and  the  importance  of  clear  legal  procedures  for  resolving  disputes.


