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**Title:** Mercado v. Security Bank Corporation

**Facts:**
1. On December 12, 2003, Jose Teofilo T. Mercado and Ma. Agnes R. Mercado filed a
Petition for Review on Certiorari with the Supreme Court assailing the Court of Appeals’
decision dismissing their petition for annulment of judgment and its resolution denying their
motion for reconsideration.
2. The Supreme Court denied their petition on January 12, 2004, due to the petitioners’
failure to demonstrate any reversible error by the Court of Appeals.
3. Petitioners filed a motion for reconsideration, arguing the Court of Appeals relied on
procedural technicalities over substantial justice, and claimed their former counsel’s gross
negligence constituted extrinsic fraud.
4.  On March 24, 2004, the Supreme Court granted the reconsideration, reinstated the
petition, and required Security Bank Corporation to comment.
5. Security Bank Corporation responded, asserting the issues were previously raised and
dismissed by the Court of Appeals and that the petitioners could have replaced their counsel
rather than relying on him for four years.
6. On June 7, 2004, the Supreme Court denied the petition again, citing no reversible error
by the Appellate Court.
7. Petitioners filed another motion for reconsideration, which was denied on September 15,
2004, reaffirming that their failure to appeal previously barred their annulment of judgment.
8. On October 18, 2004, petitioner Mercado addressed a letter to Chief Justice Hilario G.
Davide,  Jr.,  alleging  undue  influence  and  malfeasance  within  the  Court,  subsequently
leading to contempt proceedings.
9. Both Mercado and his counsel, Atty. Villanueva, testified about the statements made,
resulting in an investigation by Justice Renato C. Dacudao, who concluded that Mercado
acted disrespectfully towards the Supreme Court.
10. The investigation established liability for indirect contempt for both Mercado and his
counsel, resulting in penalties.

**Issues:**
1. Whether Mercado engaged in conduct amounting to contempt of court by addressing a
letter containing disrespectful and unfounded allegations to Chief Justice Davide.
2. Whether Atty. Villanueva’s conduct in informing Mercado about the ponente and creating
an impression of influence constitutes indirect contempt.
3. What would be the appropriate penalties for Mercado and Atty. Villanueva if found guilty
of indirect contempt.



G.R. NO. 160445. February 16, 2006 (Case Brief / Digest)

© 2024 - batas.org | 2

**Court’s Decision:**
1. **Contempt of Court by Mercado:**
– The Court found Mercado guilty of indirect contempt. His letter accused Chief Justice
Davide and the ponente with baseless, malicious allegations that were more accusatory than
inquisitorial.
– The Court held that Mercado acted in bad faith and malice in his communication, which
was marked by accusations without any factual or legal basis. This conduct degraded the
authority and integrity of the judiciary.
– The Court emphasized that while judicial decisions are open to scrutiny, the language used
in such critiques should not undermine the respect and credibility of the judiciary.

2. **Conduct of Atty. Villanueva:**
– The Court found Atty. Villanueva equally guilty of indirect contempt. By boasting about his
connection with the ponente, he gave Mercado the impression that he might influence the
court’s decision.
– This assertion misled Mercado and contributed to his disrespectful attitudes towards the
judiciary, causing both to believe, unfairly, that judicial decisions could be influenced by
personal relationships.
– Villanueva’s conduct violated the Code of Professional Responsibility by implying undue
influence over a public official and failing to maintain the respect due to the judiciary.

3. **Penalties:**
– Both Mercado and Atty. Villanueva were fined P50,000.00 each and were warned that any
repetition of similar conduct would result in more severe penalties.
– The ruling highlighted the importance of maintaining the judiciary’s honor and the court’s
inherent power to impose penalties that reflect the gravity of the offense.

**Doctrine:**
1. A party charged with contempt cannot simply invoke freedom of speech; liberties must
not be abused, particularly when statements aim to undermine judicial authority.
2. The judiciary is not required to issue signed decisions but can use minute resolutions if
there’s sufficient legal basis.
3. Lawyers must avoid creating any impression that they can influence judicial decisions, as
it undermines the integrity of the legal profession.
4. Actions for annulment of judgment cannot substitute a lost appeal unless extrinsic fraud
or lack of jurisdiction is unmistakably established.
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**Class Notes:**
–  **Indirect  Contempt  of  Court:**  Any behavior  or  action that  degrades,  obstructs,  or
disrespects the justice administration.
–  **Extrinsic  Fraud  in  Annulment  of  Judgment:**  External  factors  that  prevent  a  fair
hearing.
– **Bad Faith and Malice:** Dishonest, wrongful purpose with an ulterior motive aimed at
damaging others or the administration of justice.
– **Canon 15, Rules of Professional Responsibility:** Prohibits lawyers from implying undue
influence over any public official or tribunal.

**Historical Background:**
The  case  reflects  a  critical  juncture  in  the  Philippine  judiciary’s  fight  to  maintain
institutional respect and integrity. By holding both a petitioner and an attorney accountable
for indirect contempt, the decision underscores the judiciary’s zero-tolerance policy for
conduct that undermines its credibility, especially during a time when judicial independence
and fairness are frequently scrutinized. This period also highlighted broader societal and
legal reforms aimed at reinforcing public confidence and foreign investor trust in Philippine
judicial processes.


