G.R. No. 240750. June 21, 2021 (Case Brief / Digest)

Title: Atilano 1II, et al. v. Hon. Judge Tibing Asaali and Atlantic Merchandising, Inc.

Facts:

- In January 1990, Atlantic Merchandising, Inc. filed an action for revival of judgment
against Zamboanga Alta Consolidated, Inc. (ZACI) in the RTC of Zamboanga City.

- The RTC revived the judgment in Civil Case No. 3049 on January 31, 1991, ordering ZACI
to pay expenses including the principal obligation, interests, attorney’s fees, and costs.

- A writ of execution was issued but was returned unsatisfied. Atlantic Merchandising
sought examination of ZACI’s debtors, including petitioners.

- Petitioners, stockholders of ZACI, denied any liabilities but were found by the RTC to owe
unpaid stock subscriptions amounting to P750,000.00, based on SEC records as of February
20, 1988.

- The RTC decided on September 29, 2004, that petitioners should settle their obligations.
Petitioners’ motion for reconsideration was denied on December 9, 2004.

- Petitioners sought relief via a certiorari in the CA, claiming the RTC didn’t heed
procedural steps per Sec. 43, Rule 39, Rules of Court.

- The CA, however, dismissed the certiorari petition on procedural grounds: lacking
certified true copies of challenged RTC orders, incomplete signatures on certifications,
outdated IBP receipt, and unpaid docket fees.

- Despite substantial compliance with defects, the CA denied petitioners’ reconsideration
motion because the fee payment was late.

Issues:

1. Whether the CA erred in dismissing the petition for certiorari based on procedural
grounds despite petitioners’ substantial compliance.

2. Whether the RTC can order petitioners to settle alleged unpaid stock subscriptions
without filing a separate action pursuant to Section 43, Rule 39.

Court’s Decision:

- The Supreme Court concluded that the petition for review had merit.

- On Issue 1, the Court stated that while compliance with procedural rules is important,
these can be relaxed for substantial reasons. Petitioners had remedied the procedural
lapses, and a strict application led to denial of justice.

- On Issue 2, the Court clarified that a separate action is necessary when debt is contested,
and RTC prematurely adjudicated a substantive issue without proper procedures, violating
due process.

- Hence, RTC’s orders were set aside, and the CA’s resolutions were also annulled.
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Doctrine:

- Procedural rules, though indispensable, may be relaxed under compelling circumstances
to prevent injustice. Jurisdictions are acquired only upon compliance with procedural
requisites except circumstances warrant leniency in compelling contexts.

- Execution only binds parties to a case and not third parties; this entails their being part of
property or debt adjudication through a separate action if unresolved.

Class Notes:

1. Jurisdiction: Fundamental in the exercise of judiciary powers; acquired by timely
compliance with procedural rules like docket fees.

2. Due Process: Demands parties to litigations are afforded their ‘day in court’; third parties
must not be subjected to judgments summarily.

3. Doctrine of Separate Action: When handling disputed or denied debts in judgment
execution, courts must prompt separate litigation to determine liability.

Historical Background:

- At the turn of 1990, economic entities frequently faced restructuring demands following
financial instability stemming from the prior decades.

- The case exemplifies interim equity remedies like judgment revival influencing commerce
and delineates the judicial process’s credibility amidst procedural controversies.

- The case marks a pivotal stance on logical relief for undue prejudice in procedural defaults
balancing fairness and legal stringency.
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