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PANGANIBAN, J.:

Stripped of nonessentials, the present case involves the collection of a sum of money. Specifically, this case arose
from the failure of petitioners to pay respondents predecessor-in-interest. This fact was shown by the
non-encashment of checksissued by athird person, but indorsed by herein Petitioner Maria Tuazon in favor of the
said predecessor. Under these circumstances, to enable respondents to collect on the indebtedness, the check
drawer need not be impleaded in the Complaint. Thus, the suit is directed, not against the drawer, but against the
debtor who indorsed the checks in payment of the obligation.

The Case

Before us is a Petition for Review[1] under Rule 45 of the Rules of Court, challenging the July 31, 2002
Decision[2] of the Court of Appeals (CA) in CA-GR CV No. 46535. The decretal portion of the assailed Decision
reads:

"WHEREFORE, the appeal is DISMISSED and the appealed decision is AFFIRMED."

On the other hand, the affirmed Decision[3]of Branch 34 of the Regional Trial Court (RTC) of Gapan, Nueva
Ecija, disposed as follows:

"WHEREFORE, judgment is hereby rendered in favor of the plaintiffs and against the defendants, ordering the
defendants spouses L eonilo Tuazon and Maria Tuazon to pay the plaintiffs, asfollows:

"1. The sum of P1,750,050.00, with interests from the filing of the second amended complaint;

"2. The sum of P50,000.00, as attorney's fees;

"3. The sum of P20,000.00, as moral damages

"4, And to pay the costs of suit.

XXX XXXXXX"[4]
The Facts

The facts are narrated by the CA asfollows:

"[Respondents] alleged that between the period of May 2, 1988 and June 5, 1988, spouses Leonilo and Maria
Tuazon purchased a total of 8,326 cavans of rice from [the deceased Bartolome] Ramos
[predecessor-in-interest of respondents]. That of this [quantity,] X X x only 4,437 cavans [have been paid for so
far], leaving unpaid 3,889 cavans valued at P1,211,919.00. In payment therefor, the spouses Tuazon issued x x
X [several] Traders Royal Bank checks.
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XXXXXXXXX

[BJut when these [checks] were encashed, al of the checks bounced due to insufficiency of funds.
[Respondents] advanced that before issuing said checkd],] spouses Tuazon already knew that they had no
available fund to support the checks, and they failed to provide for the payment of these despite repeated
demands made on them.

"[Respondents] averred that because spouses Tuazon anticipated that they would be sued, they conspired with
the other [defendants] to defraud them as creditors by executing x x x fictitious sales of their properties. They
executed x x x simulated sale[g] [of three lots] in favor of the X x x spouses Buenaventura x x x[,] as well as
their residential lot and the house thereon[,] all located at Nueva Ecija, and another simulated deed of sale
dated July 12, 1988 of a Stake Toyota registered with the Land Transportation Office of Cabanatuan City on
September 7, 1988. [Co-petitioner] Melecio Tuazon, a son of spouses Tuazon, registered a fictitious Deed of
Sale on July 19, 1988 x x x over aresidential lot located at Nueva Ecija. Another simulated sale of a Toyota
Willys was executed on January 25, 1988 in favor of their other son, [co-petitioner] Algjandro Tuazon x X X.
Asaresult of the said sales, the titles of these propertiesissued in the names of spouses Tuazon were cancelled
and new ones were issued in favor of the [co-]defendants spouses Buenaventura, Alegjandro Tuazon and
Melecio Tuazon. Resultantly, by the said ante-dated and simulated sales and the corresponding transfers there
was no more property |eft registered in the names of spouses Tuazon answerable to creditors, to the damage
and prejudice of [respondents].

"For their part, defendants denied having purchased x x x rice from [Bartolome] Ramos. They alleged that it
was Magdalena Ramos, wife of said deceased, who owned and traded the merchandise and Maria Tuazon was
merely her agent. They argued that it was Evangeline Santos who was the buyer of the rice and issued the
checks to Maria Tuazon as payments therefor. In good faith[,] the checks were received [by petitioner] from
Evangeline Santos and turned over to Ramos without knowing that these were not funded. And it is for this
reason that [petitioners] have been insisting on the inclusion of Evangeline Santos as an indispensable party,
and her non-inclusion was afatal error. Refuting that the sale of several properties were fictitious or simulated,
spouses Tuazon contended that these were sold because they were then meeting financial difficulties but the
disposals were made for value and in good faith and done before the filing of the instant suit. To dispute the
contention of plaintiffs that they were the buyers of the rice, they argued that there was no sales invoice,
officia receipts or like evidence to prove this. They assert that they were merely agents and should not be held
answerable."[5]

The corresponding civil and criminal cases were filed by respondents against Spouses Tuazon. Those cases were
later consolidated and amended to include Spouses Anastacio and Mary Buenaventura, with Algjandro Tuazon
and Melecio Tuazon as additional defendants. Having passed away before the pretrial, Bartolome Ramos was
substituted by his heirs, herein respondents.

Contending that Evangeline Santos was an indispensable party in the case, petitioners moved to file a third-party
complaint against her. Allegedly, she was primarily liable to respondents, because she was the one who had
purchased the merchandise from their predecessor, as evidenced by the fact that the checks had been drawn in her
name. The RTC, however, denied petitioners Mation.

Since the tria court acquitted petitioners in al three of the consolidated crimina cases, they appealed only its
decision finding them civilly liable to respondents.

Ruling of the Court of Appeals

Sustaining the RTC, the CA held that petitioners had failed to prove the existence of an agency between
respondents and Spouses Tuazon. The appellate court disbelieved petitioners' contention that Evangeline Santos
should have been impleaded as an indispensable party. Inasmuch as al the checks had been indorsed by Maria
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Tuazon, who thereby became liable to subsequent holders for the amounts stated in those checks, there was no
need to implead Santos.

Hence, this Petition.[6]
Issues
Petitioners raise the following issues for our consideration:

"1. Whether or not the Honorable Court of Appeals erred in ruling that petitioners are not agents of the
respondents.

"2. Whether or not the Honorable Court of Appeals erred in rendering judgment against the petitioners despite
x X x the failure of the respondents to include in their action Evangeline Santos, an indispensable party to the

suit."[7]
The Court's Ruling
The Petition is unmeritorious.
First Issue:Agency

Well-entrenched is the rule that the Supreme Court's role in a petition under Rule 45 is limited to reviewing errors
of law allegedly committed by the Court of Appeals. Factual findings of the tria court, especialy when affirmed
by the CA, are conclusive on the parties and this Court.[8] Petitioners have not given us sufficient reasons to
deviate from this rule.

In acontract of agency, one binds oneself to render some service or to do something in representation or on behalf
of another, with the latter's consent or authority.[9] The following are the elements of agency: (1) the parties
consent, express or implied, to establish the relationship; (2) the object, which is the execution of ajuridical act in
relation to a third person; (3) the representation, by which the one who acts as an agent does so, not for oneself,
but as a representative; (4) the limitation that the agent acts within the scope of his or her authority.[10] As the
basis of agency is representation, there must be, on the part of the principal, an actual intention to appoint, an
intention naturally inferable from the principal’s words or actions. In the same manner, there must be an intention
on the part of the agent to accept the appointment and act upon it. Absent such mutual intent, there is generally no

agency.[11]

This Court finds no reversible error in the findings of the courts a quo that petitioners were the rice buyers
themselves; they were not mere agents of respondents in their rice dealership. The question of whether a contract
isone of sale or of agency depends on the intention of the parties.[12]

The declarations of agents alone are generally insufficient to establish the fact or extent of their authority.[13] The
law makes no presumption of agency; proving its existence, nature and extent is incumbent upon the person
alleging it.[14] In the present case, petitioners raise the fact of agency as an affirmative defense, yet fail to prove
its existence.

The Court notes that petitioners, on their own behalf, sued Evangeline Santos for collection of the amounts
represented by the bounced checks, in a separate civil case that they sought to be consolidated with the current
one. If, as they claim, they were mere agents of respondents, petitioners should have brought the suit against
Santos for and on behalf of their alleged principal, in accordance with Section 2 of Rule 3 of the Rules on Civil
Procedure.[15] Their filing a suit against her in their own names negates their claim that they acted as mere agents
in selling the rice obtained from Bartolome Ramos.
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Second Issue:Indispensable Party

Petitioners argue that the lower courts erred in not allowing Evangeline Santos to be impleaded as an
indispensable party. They insist that respondents Complaint against them is based on the bouncing checks she
issued; hence, they point to her as the person primarily liable for the obligation.

We hold that respondents' cause of action is clearly founded on petitioners failure to pay the purchase price of the
rice. Thetrial court held that Petitioner Maria Tuazon had indorsed the questioned checks in favor of respondents,
in accordance with Sections 31 and 63 of the Negotiable Instruments Law.[16] That Santos was the drawer of the
checksisthusimmaterial to the respondents' cause of action.

As indorser, Petitioner Maria Tuazon warranted that upon due presentment, the checks were to be accepted or
paid, or both, according to their tenor; and that in case they were dishonored, she would pay the corresponding
amount.[17] After an instrument is dishonored by nonpayment, indorsers cease to be merely secondarily liable;
they become principal debtors whose liability becomes identical to that of the origina obligor. The holder of a
negotiable instrument need not even proceed against the maker before suing the indorser.[18] Clearly, Evangeline
Santos -- as the drawer of the checks -- is not an indispensable party in an action against Maria Tuazon, the
indorser of the checks.

Indispensable parties are defined as "parties in interest without whom no final determination can be had."[19] The
instant case was originally one for the collection of the purchase price of the rice bought by Maria Tuazon from
respondents predecessor. In this case, it is clear that there is no privity of contract between respondents and
Santos. Hence, a final determination of the rights and interest of the parties may be made without any need to
implead her.

WHEREFORE, the Petition is DENIED and the assailed Decision AFFIRMED. Costs against petitioners.

SO ORDERED.

Sandoval-Gutierrez, Corona, Carpio-Morales, and Garcia, JJ., concur.

[1] Rollo, pp. 8-21.
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