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" INTRODUCTION.

To paraphrase a legal dictum, hard cases ‘make bad law, but bad laws

likewise make for hard cases. This is particularly true when the law has as its

subject the jurisdiction of judicial and quasi-judicial tribunals. For then, the

" confusion that arises from the vagueness of the law delays the resolution of

the actual controversy and wastes the time and money of the parties and‘ the:

‘Government. - . '

A case in pdiﬁt is 'Présidential,Decree No. 902-A! which places upon

L i) i
the Securities and Exchange Commission (hereinafter referred to as SEC")

) B et g e Tge e . [ 'eS.AS
the original and exclusive jurisdiction over }ntra-cc?rpc.)rate controverm“intra-
will be shown in this study, the overinclusive deflmtnon ‘o.f the tertm e
‘corporate controversy" has given rise to confusing decisions as to which,

" between the SEC and the regular courts, has jufisdjotiq’n over a case 111;131\&2%
' corporatiorié and their stockholders. The applicatlon,gf the rules estzll' is o
in these cases can be difficult to say the least. In some mstances, a pre 1r3u} ry
hearing on certain issues is even necessary. This inquiry on Junsdlcéti(t)lg : :wagi;
‘the disposition of the main controversy. It defea'ts the purpose .ot o
* submitting intra-corporate disputes to the expertise of an administrati

for-speedy resolution.

" N ) . . S
It is in this light that the researchers, aftef vs./elghmg .the advantaift:c
and disadvantages of retaining administrative jurisdiction over intra-corpor

disputes, recommend its transfer to the courts.

! March 11, 1976 as amended by Pres. Decree Nos 1653, 1758 and 1799.
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L. HOW JURISDICTION OVER AN INTRA-CORPORATE

CONTROVERSY IS DETERMINED

A. The Matrix Of An Intra-Corporate Dispute

The law that grants the Securities and Exchange Commission original

In addition to the regulatory and adjudicative functions of the
Securities and Exchange Commission over corporations,
partnerships and other forms. of associations registered with ‘it as
expressly granted under existing laws and decrees, it shall have

original and exclusive jurisdiction to hear and decide cases
involving: ‘

b. Controversies arising out of intra-corporate or partnership
relations, between and among stockholders, members or associates,
between any or all of them and the corporation, partnership or
association of which they are stockholders, members, or associates,
respectively; #8nd between such corporation, partnership or
association and the State insofar as it concerns their individual

franchise or right to exist as such entity.

and exclusive jurisdiction to hear and decide cases involving intra-corporate
controversies is Presidential Decree No. 902-A. Section 5(b) thereof provides:

Construing the above-quoted provision, the Supreme Court, in Philex

ining Corporation v. Reyes® considered the nature of the relationship of the
S as the pivotal issue in determining whether an intra-corporate
troversy exists as to vest SEC with jurisdiction over a case.

In said case, Mr. Huenefeld, a-stockholder of Philex Mining

‘118 SCRA 602 (1982).

I ation filed in the Court of First Instance an action for specific
ormance with damages. He sought to compel Philex Mining Corporation
eplace his stock certificates which were lost in the mails. The corporation
ed to dismiss -the 'case contending that the CFI has no jurisdiction
Much as the case involves an intra-corporate controversy. Huenefeld filed

Position claiming that the refusal of Philex Mining Corporation to issue
Cement certificates resulted in actual damages to him, and thus, the case
Ot be classified as intra-corporate, but one which is civil or tortious in
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g Huenefeld attempted to- limit the scope of 1ntra-cc)rp<)?1tf1
controversies to cases among and between stoc?k.holders-and thedcgrporfil tslc()) i
involving either the exercise of stockholders’ prl.vﬂegeg rights, an c:fle;l gt
their duties to the corporation or the existence in law of the cc?rpcl)lra ]130 a.rd e
examples he gave included: (1) contesting or vying fqr a seat in the o(f) i
Directors; (2) questions on voting by proxy; (3) elec'tlon ?nd t?gfr:ctors. &
and qualifications of directors; (4) removal and resignation t;) 1 ir . and, o
repeal and amendment of the corporate charter and .the y- E;Nsi{e'ectin
questions on corporation meetings and increase Of. capital stoc S. SJb ogf
Huenefeld’s contention, the Supreme Court said thgt Section k‘(d) o
Presidential Decree No. 902-A is broad eno.ugh ‘to cover all 1nt s o
_controversies betwéen stockholders and corporations. The lavs:, the gotur‘ j:r )
does not provide for any distinction, qualification or exempt‘x'on wha tsoe af;; |
The Court added that the interpretation given by Huenefeld "does no! ;g\:on
with the intent of the law, which is to segregate frpm the genqral ]ur;sh (;lee "
of regular courts controversies involving corporations qnd the:xrdstoct ouders.
and to bring them to the SEC for exclusive resolution... and not ‘
yarte M C .
oot The Supreme Court had applied the Philex. r'u!ing in an earger ‘caos:
to negate SEC jurisdiction. In Sunset View Condominium Cos.qé (‘:) hatclln:tljlfr is’.'
Jr.,* the Supreme Court ruled that the regular courts, not the SEC, o Jlderv
diction over a collection case filed by a corporation .agaxr&'a non-stoc. ?f " .
The Court said that the purchaser of the condominium unit .v_vho hag n;d | ; e)rt:
paid the purchase price and consequent!y had not, according to the X :r -
Deed, acquired title over the condominm.m unit, was not yet a mem "
stockhe " the condominium corporation. R
stockho-lgs; g)ii;lt]:nce or nonexistenge of an intra-c‘orpor,at.e yelatlonshxg Ewgi :
also made the basis of the ruling in Union Glass and Container Coq?. V. of
The case is noteworthy in that it mandated the separate de}ermmatnon >
related controversies when not all the parties maintained intra-corporate
ionship wi ‘other. ‘
relatlonilr:lptl‘g:u:::sth Carolina Hofilefia, a stockholder of Pioneer Glass

anufacturing Corporation (Pioneer), filed a suit before the SEC and
mpleaded Union Glass and Container Corporation under a cause of action.
he alleged the illegality of a dacion en pago between Pioneer Glass
fanufacturing Corporation and the Development Bank of the Philippines
DBP) and the subsequent sale of the property subject matter of the dacion

o Union Glass Corporation. The Supreme Court ruled in the following
.manner: ‘ :

In the ordinary course of things, petitioner Union Glass, as
transferee and possessor of the glass plant covered by the dacion en
pago agreement, should be joined as party-defendant under the
general rule which requires the joinder of every party who has an -
interest in or lien on the property subject matter of the dispute.
Such joinder of parties avoids multiplicity of suits as well as ensures
_the convenient, speedy and orderly administration of justice.

But since petitioner Union Glass has no intra-corporate
relation with either the complainant or DBP, its joinder as party-
defendant ifi the SEC (case) brings the cause of action asserted

- against it outside the jurisdiction of the respondent SEC.’

Thereupon, the Supreme Court enumerated the types of relationships
overed by Sec. 5(b) of Presidential Decree No. 902-A. They are
lationships: (a) befween the corporation, partnership or association and the
lic; (b) between the corporation, partnership or association and
kholders, partners, members or officers; (c) between the corporation,
nership or association and the State in so far as its franchise, permit or
NS¢ to operate is concerned; and (d) among the stockholders, partners or
Ciates themselves.® _ . , ‘
Subsequent cases involving conflicts in the jurisdiction of the SEC and
regular courts followed the doctrine laid down in Sunset View and Philex.
-In Banez vs. Dimensional Construction Trade and Development
oration,” the corporation issued promissory notes in favor of the
tioner for sums of money received. It was indicated in the promissory
©s that such sums of money were in the nature of investments. The
cement, however, was for the corporation to return the money to the

*1d. at 605.

Id. at 37, .
“ Id. at 606. ' :

8
"Ad. at 38,
* 104 SCRA 295 (1981).

9
B 140 SCRA 249 (1985).
126 SCRA 31 (1983). .
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corporation upon the maturity of the promissory notes. The Supreme Court
ruled that because the money received did not constitute payment for
subscription of shares, the petitioners did not become members of the |
respondent corporation. Therefore, the regular courts, and not the SEC, have -
jurisdiction over the action for collection filed by the petitioners against the
corporation. : .
In a case involving the refusal cf an alleged vendor to endorse shares
of stocks sold and the refusal of the corporation to register the same, the
Supreme Court held that there was no intra-corporate relationship as the
petition was filed by non-shareholders.” :
- 1n another case, however, a daughter was allowed to sue a corporation
for accounting and distribution of shares of stock owned by her deceas
father, a shareholder. The Supreme Court saw an intra-corporate relation:
ship between the heir and the corporation. The Court held that compellin
the defendant corporation to render an accounting and distribution ©

shares of stocks, with dividends due thereon, constitutes an intra-corpora

controversy.' - : o
: In Boman Environmental Development Corporation V. Mendoza,” the

 president of the corporation tendered his resignation to the board and ma
it effective "as soon as my shares and interests (in the‘corporation) are sold
and fully paid (by the corporation)." The board accepted his offer and
executed a promissory note for the payment of his shares in installments:
 Upon-failure of the corporation to pay an installment, he filed with t
regular courts an action for recovery of a sum of money based on the€
promissory note. The Supreme Court ruled that the SEC, not the regulal
coutts, has jurisdiction. The Court stated that the perfection of the agreeme
and the execution of the promissory note did not remove the dispute from th
- jurisdiction of the SEC. The Court noted that his resignation was to b
effective as soon as his shares and interests are fully paid by the corporatio g
- While he might have been replaced as a president, he did not cease to be:
stockholder. The Court further noted that the suit to compel the corporatio
to pay for his shareholdings was cognizable by the SEC alone, which shoul
determine whether the payment would constitute a distribution of corporat
assets to a stockholder in preference over the creditors of the corporatio

B. The Incidents Of The Relationship

i 1?51 ée(l)s;; li::'OIVi?l-% cQ-nﬂifcts in the jurisdiction of the National Labor
1on (hereinafter referred to as the "NLRC" '

the Supreme Court determi i ; A fpebmite

‘ 1ined the existence of an intr )
not merely on the basis of the i i aen the comtending partics
relationship between the contendi i

. of the rel nding parties

?}111; a(l:s;)n(t)rr(l) the basis of the incident or the nature of the question in%olived ir;

versy. In other words, -the existence of an intra-corporate

relationship is not sufficient t st jurisdicti
‘ ‘ f 0 vest jurisdiction upon the SE i i
that the controversy arising from such intra-cor : O

csscntinlly inton-sorpeate pora-te relationship be, in itself,
In Philippine School of Busine. nistrati
. . ss Administration v. Leario,” th
%1(1)1;{:}::;; fgo;xfrtp-\éxgxe)df thf{llcoxﬁpliaint of Tan (former vice-presidg;lt ang

% . C A) for illega ismissal as involving a corporate offi
Iﬁ;qhszgieieglaézd :ac;zlxlnt alr]ldl to which Tan was not subsequgntly Zlé)ctfécde
The Suj urt thus held that the SEC and not th |
jurisdiction. The main issue in the ¢ ity of £t Moction of
jurisdiction. ase was the validity of the electi
officers which was alleg, d- in vi Yoo o ot e

w gedly conducted in violation of the by-l
oration. This question was considered t ally Tobmorpotate,
‘ ered to be essentially intra-corporate
ecreegg;n;t:egj{s, t}llle PSBA f:astz falls under section 5(b) of Pre?identi;ll
02-A. It'is, however, significant that it went farth ' i

le applied in Sunset View, Phil ] o f o tiap e

apy _ , ex and Union Glass. Instead of i
ngle-tiered test - "Is Tan a stockhold  the Court webt bt
gle-ti er of PSBA?," the Court went fi

quire whgther the controversy itself was intra-corporate. The Courltlrstz}:iec:lr'

or tgse ;elatxonship ofa person to a corporation; whether as officer
gent or employee, is not determined by the nature of the

services performed, but by the incide ionshi
actually s 1t by the nts of the relationship as they

.- Ayear later, the Supreme Court affirn ing i
i h T, the : affirmed the PSBA ruling in .
131(;11 di;[‘h(c)af rte}:]al l;1uest10n dc?termined by the court in this case cgoncgfléti
- re-ele(};',ted i :Su;;?rd meeting where .the corporate officers involved were
e el ing in the termination of their services. The Court held
€ was not a simple labor problem but a matter that fell within the

Ope of corporate affairs
tisdiction of e SEG. and management, and was thus within the

i

10 Rivera v. Florendo, 144 SCRA 644 (1986). .

" Malayan Integrated Industries Corporation v. Mendoza, 154 SCRA 548 (1987 " ld. a1 783 (citing Bruce v. Travelers Ins. Co., 266 F2
: 3 . Co., d 781).

2 127 SCRA 540 -(1984). " 145 SCRA 211 (1985).
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" A further distinction was made in Gregorio Araneta Un;téett::la);'
Foundation v. Teodoro.”® Here, the vice president-treasuret who alk(:ig béfo:e
 he was illegally dismissed, sued for reinstatément and monetary awz;rj‘th’e chare
the labor arbiter. The Supreme Court sustained t‘he‘ jurisdiction of »‘t Jabo
: mfbitét’ and held that unlike in PSBA and Dy, no intra-corporate con 1:(;’ o ,Z
existed in the present case. The Court held that the co.ntr‘oversuz:s;1 i s
~and Dy were intra-corporate in nature because .the x:ea} issue was ; % evod s
“of the board  meetings. This issue was not raised in the case g Foes t’o;-» ‘
Instead, only the questioned illegal dismissal was»brought before the Cou ‘
- resolution. .
' Initially, the two-step
corporate COntroversy was app

test in determining the existence of an intras
lied only in labor cases. Later cases, however,
indicate that this test has begun to assume significance in resolving :\s(egl ;
conflict of jurisdiction between the SEC and the regular ct?urtz;éﬁzing 5 |
“developed, the Supreme Court tried to evolve guidelines 1n % ara noﬁ-intra; ,‘
dispute where several issues - some intra-corporate and thg others, v ‘
- corpH - are involved. » . )
. corporatTeheasimplistic solution would seem to be for the SECi. tcz,;)s:erm
. "’jurisdiction over the purely intra-corporate aspects of a cc:)n rt(l)ie rZ and

- dismiss those which are not intra-corporate for resolutlo{l d'y"l 2 lig .

‘courts. This, however, would run counter to the avowed ju l?l:n c};oocéyth

| avoiding multiplicity of suits. A single body should take cognizz |

_e}ntu‘ef c%eé A.ch-aractérization of the main action, which shoulc! be d1§tmgulshed
from mere incidents thereof, appears to be the better SOluthl‘l‘ll.. : s
' The Supreme Court hadl ;}1 oppgrt;mt;;v teo I’;geiy this so

erprises v. Este Del Sol Mountain Reserve, Inc.

DMRE g'll\fiel’{pgs }S;t‘;rprises filed an action b‘efore the regular co.urtﬂt:; r;:esc:sée
unpaid equipment rentals payable par.tly in cash.aqd Paftly (:Ifl g
corporation’s shares. The lessee questanedAt‘l'xe ]UI:ISdlCthD b
court claiming that "to compel a corporation {0 i1ssu¢ its shares 0 nt
name of the subscribers involves controversies arising out 9f 1r}tra-co}1;p o
affairs .."" On the other hand, DMRC Enterprises man'xtameddt‘:lalt’Ve |
‘complaint was simply an action for collef:tion pf a sum qf 'qlon}ely ng zt‘e ncrz :

of personal property representing unpaid obligations within the comp

of the regular courts.

The Supreme Court held that the fact that shares of stock were to be

used as part payment for lease rentals did not convert it into an intra-
corporate controversy. To pass upon a money claim under a lease contract
would be beyond the competence of the SEC and to separate the claim for
- money from the claim for shares of stock would be s
- action resulting in multiplicity of suits.

plitting a single cause of

The Court further ruled that:

'Nowhere in said decree do we find even so much as an intimation
that absolute jurisdiction and control is vested in the Securities and
Exchange Commission in all matters affecting corporations. To
uphold the respondent’s argument would remove without legal
imprimatur from the regular courts all conflicts over matters
involving or affecting corporations, regardless of the nature of the
transactions which give rise to such disputes. The courts would then
be divested of jurisdiction not by reason of the nature of the dispute
submitted to them for adjudication but solely for the reason that
~ the dispute-involves a-corporation. This cannot be done. To do so
would not only be to encroach on the legislative prerogative to
grant and revoke jurisdiction of the courts but such a sweeping
interpretation may suffer constitutional. infirmity. Neither can we

reduce jurisdiction of the courts by judicial fiat. (Article X, Section
1, the 1973 Constitution).’®

A case exemplifying the intra-corporate relationship as merely
idental to the main action is Peneyra v.Intermediate Appellate Court.® The
preme Court held that the management of a canteen, even if awarded to
ockholder, was outside or merely incidental to the central operation of an
cational institution. The controversy could not qualify as an intra-corporate
Pute since "its root is a contractual breach separate and distinct from the
Iporate relationship."” ' A
In Apodaca v. NLRC* the Supreme Court, before characterizing the
Pute to determine whether it was the NLRC or the SEC that should

* Id. at 299-300.
* 181 SCRA 244 (1990).
Id. at 249, |

" 172 SCRA 442 (1989).
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- . o _ The -- while the case was instituted in the guise of a complaint for
surisdiction, identified the main issue qulvefi n .the casealso a rescission, it is clear that the action is essentially for recovery from
assume Juris ,lo'ed in the respondent corporation and was hares - DBP and PHINMA of the control and management of Isarog. Thus,
petitioner was e}lln P o ration. He made partial payments for his sha: - the Silverios seek in their complaint to set aside the election of
shareholder of t deffoox;p&e company. The unpaid balance of his subscrlptifl)lg directors and officers of Isarog, as well as the appointment of
o ot ztr:s;?;t his money claim, consisting of unpaid wages, from ‘e PHINMA as its manager.
was. OLls .ther been a valid ca :
- P r there had be o e o . .
corporation. The main issue \g'as, yl:;til (Zlue and demandable. The Court held The ruling in DBP was further clarified in Abejo vs. dela Cruz.” Here,
~~the unpaid portion of his subscrip rate dispute between the stockholder and he Abejo spouses, principal stockholders of Pocket Bell Philippines, Inc., sold
- that this was primarily an myra_'cOthoexcl usive jurisdiction of the SEC. nd transferred 56% of the majority stock of the company to Telectronic
the corporation and was within the _ | ' ystems, Inc. The Bragas inci it i
C. Actions For Rescission Of Contracts Giving Rise

To An Intra-Corporate Relatiqnship

ronics on the ground that it violated the Bragas’
lleged pre-emptive right over the Abejos’ shareholdings. The Abejos moved
o dismiss the case allegi v

intra-corporate :
An action for rescission of a contract giving rise to an intra-corp ging that the SEC has exclusive Jurisdiction over the

i ere,

lationship is, as a general rule, cognizable by the or_dmarjé co::ttizn‘i?gl the

b ch action is resorted to for the purpose merely of qu A

h.owever, Zuc tors to hold office and where it impinges on '-cgmtion 2

ng (')f liic Securities and Exchange Commission shall hav&; juris ‘f, N to

Oper'atl()lﬁs’l)éfel(}pinent Bank of the Philippines vs. Ilfustrer t{::; ‘::s a;;?ie o

" whereby one of pa SN

e ledmettéozir T:I:)(:ug;afi%)r: e\:wlgjxgelg to imyol\?C an intra-cor;‘)orate1 ;lsggl:ﬁ

stockhOTE; ]ge\?elopl:nent Bank of the Philippines (DBP) acqufH;deglat:er was

ity of Isarog Pulp and Paper Co., Inc. after the <.flebt o o cdied in

e ed and converted into equity. Said restructuring was e“?Ph;u ine

restrucrtalgdu; agreement. This enabled Development Bank of ;he f I;irper::to

?(l)erenl(;ct a substantial number of the members Of.thev Botalie P(;esident an
 although the Silverios (original owners) continued to occupy the

- Such dispute clearly involves controversies

shareholders," as to the Abejos’ right to sell
shares to Telectronics, the validity of the latter’s acquisition of
Virginia Bfagafs shares, who between the Bragas (sic) and Abejos’
transferee should be recognized as the controlling shareholders of
the corporation, with a right to elect the corporate officers and the
management and control of its operations. Such a dispute and case
Clearly fall (sic) within the original and exclusive jurisdiction of the -
SEC to decide, under Section 5 of P.D. No..902-A.%

"between and among
and dispose of their

MA) as i
and contracted Philippine Investment Management, 1Intc‘ gif){lg;IIS’ m)eetin
management consultant. And in the subsequent annual stoc t re-appointed
a new set of directors was elected. The Silvepqs, who WCSCPI;?INMA Srayin
to their positions, instituted a civil case agamst DBP an b be restorod t0

* that the Memorandum Agreement be rescinded and that they that the case
their former positions. DBP filed a motion to 'dlsmlss clal_tglt;:g 4 irisdiction
falls within the jurisdiction of the SEC. Holding that SEC had J
over the complaint, the Court said:

the Supreme Court in this case departed from the doctrine

1 ex and Sunset View that a party-litigant must be a registered
kholder of the co :

. rporation. Although the Bragas contended that
CCtronics, as buyer-transferee of the 56% majority - shares, is not a
;t‘ered stockholder, ‘the court still considered the matter within the
diction of the SEC because the corporate secretary, who is the son of the

3s, refused to register the transfer of shares, The court said:

1d at 16,

-

B
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..-as to the sale and transfer of the Abejos’ shares, the Bragas
cannot oust the SEC of its original jurisdiction to hear and decide
the case, by blocking through the corporate secretary, their son, the
due recording of the transfer and sale of the shares in question and
claiming that Telectronics is not a stockholder of the.corporation--

which is the very issue that the SEC is called upon to resolvgf’

v The reasoning of the Court, however, is nebulous. The Court simply
invoked the general jurisdiction of the SEC to exercise supervision and
control over all corporations and to enforce the provisions of the Corporation
Code which include the stock purchaser’s right to-secure the corresponding
certificate of stock in his name.

In the subsequent case of Saavedra, Jr. v. SEC,” the Supreme Court
likewise sustained. the jurisdiction of SEC over an action for rescission of a
Memorandum of Agreement and a Deed of Assignment of Shares of stocks.
"The Court ruled en banc that "the present case involves an intra-corporate
dispute as to who has the right to remain and act as owners-stockholders of
the corporation."” o '

In this case, a group of stockholders sold all their shares in the
corporation to another group of stockholders. This was covered in a
‘Memorandum of Agreement and a Deed of Assignment. The Memorandum
of Agreement clearly provided that the agreement would be automatically

rescinded upon failure of the buyers to pay any of the installments. Upon
failure of the buyers to pay an installment, the seller rescinded the sale unde!
an instrumeﬁt called "Rescission of Memorandum of,Agreement," and filed
with the SEC a petition to have the rescission declared as having been made
and executed pursuant to the provisions of the Memorandum of Agreeme
The buyers then questioned the jurisdiction of the SEC. In resolving th
dispute, the Court relied upon the ruling in the Abejo case. :
" Finally came the case of Viray v. Court of Appeals.” Magpayo entere!
" into a Memorandum of Agreement with Viray for the sale of 99.9% of th
shares of stock of the corporation. Magpayo then unilaterally rescinded th
Memorandum of Agreement and asked for the return to him of the contro,
management and assets of the corporation. Viray refused. Magpayo sued i

7 Id. at 668.
% 159 SCRA 57 (1988).
® Id at 60.

% G.R. No. 92481, November 9, 1990.

of sl?ares, of stocks, specific performance and d

he issue of control over the corporation h'a
uqder Presidential Decree No. 902-A. Th isu
aid, called for the enlistment of t rtise

stit
on.

which is an action for delivery
mages, the petitioners pleaded
ch was clearly a matter falling
e raised in Saavedra, the Court -

he expertise and technical knowhow of the

! The Court further noted that the

The di ' -
the foffx?;?nct; between Saavedra and the case before us is that in
Corporatiozi w:s statu§ of the defendants as stockholders of the"
partics... In the gﬂr);sértlulssue anl;i was in fact admitted by both
ee . case, the onk
respond i A » WG Only concern
poncents is the judicial confirmation of their rescission of the

MO i
| A, which would not need the expertise of the SEC to resolve, ™

of the private

- D. Other Factors Determining Jurisdiction

THE C ' |
E COMPLAINT AS THE PRIMARY DETERMINING FACTOR

It iS : . e e .

ution :;(Sglagf tlhat thf: Jurisdiction of a court is conferred by the

o v};hegx aws existing at the time of the commencement gf the =
s €r a court has jurisdiction over the subject of a case

et
etermined from the allegations of the complaint.®

Cas

So lon i ivil acti |
eviden%e z:js g;xt‘;zsaﬁ) a c‘1v11v action come within the jurisdiction of the
€ allegations of the complaint, then the administrative

Ganadin v, Ramon, 99

SCRA 6 iti
E RULES oF CourT 37 13, 621 (1980) (citing 1 MORAN, COMMENTS

(1970)).
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2 JOINDER OF PROPER P ARTIES evidence, surplusage, and irrelevant matters.

In Viray, the private respondents denied the claimed status of the
petitioners as stockholders of Ocean Terminal Services, Inc. (OTSI) on the
asis of their interpretation of the provisions of the Memorandum of
Agreement. The status of the petitioners as stockholders of OTSI was
isputed and a hearing had to be conducted for the purpose o
ame. Their status could not be assumed without any hearing.

_ The joinder of causes of action in t(?n;:3i>()1'(1;)1axnt is subject to the rules
ot jUFiS(?CtEZOZCE;Z;sm;gé081332&2 lggulft inquired intf) the existenf% ;)fa 33
i tra—cor;orate relatior; between Union Glass and Coptamer Corp(g)réo lntaine;
ltllle complainant, Hofilefia, on the one hand, an(_i‘Un‘_lon Glastshaenomer. auner
oo and Devel"qpme(r:x(t) B?)Irlzli(ti(())fntﬁ(;d?:g l&ifin?pr:)rate relationship
i r.Cor .
S;;}llo?hgmcs:ngrlﬁncé?lztzﬂze'formg could not bel joine'd raizdgstritgndefendant in
l i i eon ju . _

. th@case{ TB' dt(z) ‘g;t;:f;l}iiisw?r‘;cl.d v‘.“fS‘)gltCe:}St }t‘ﬁenilnclusi(])n of Beqjaminlgifgaéz
and Ele::ter?g Lagri"sdla a; additional defen‘dagts was hkivlvxstel:irl;z wo?ker

‘olative of the rule on proper joinder of parties. Being merely NN
Y_lOlathC..O Ice Plant, Vergara and Lagrisola could not be _held. ia Ay
re 'thle' Llaga;eages a:fter the iceplant ceased its operations 1n 19a .areﬁ
rsesur;l:l%: Court said that their inclusion as party d.efendants wl\z;z agozg_)g T
up t At.o circumvent the provisions of PF651dent1al Decree No. A
attemp Following the ruling in the foregoing cases, the Supr'eme Couet e

hat the SEC had jurisdiction'over cé)rporation§ only, not private in N
ene kholders in an intra-corporate dispute. The term ph -
o t"Sti(r)xc Section 6, Rule 3 of the New Rules of Procedure of ;hz o
::I:;gtr::xlplate’s only private individua;s "sued or sumng as stoc
directors, or officers of a corporation.”

f resolving the

4. COMPETENCE OF THE JUDGES

The need to submit controversies involving technical matters to bodies
ith special knowledge and experience has given rise to a trend favoring the
assumption of jurisdiction by administrative agencies. As early as 1954, the

upreme Court in Pambujan Sur United Mine Workers v. Samar Mining Co.,
nc.® held that under the doctrine of primary jurisdiction,

- the courts cannot or will not determine a controversy involving
a question which is within the jurisdiction of an administrative
tribunal prior to the decision of that question by the administrative
tribunal, where the question demands the exercise of sound
administrative  discretion requiring the special knowledge,
experience, and services of the administrative tribunal to determine

technical and intricate matters of fact, and a uniformity in ruling is
essential to comply with the purposes of the' regulatory state
. administered. . .

’ / ' LLIN
3. ALLEGATIONS IN A MOTION TO DISMISS NOT CONTROL!

In the 1987 Abejo case, the court reiterated that "[ijn this era of
gged court dockets, the need for specialized administrative boards or
mmissions... has become well-nigh indispensable."® '
In Saavedra, the Supreme Court said that “the trend has been to refer
[specialized disputes] to an administrative agency of special
petence.""! ‘

Howevef, in the 1990 case of Viréy, ‘the First Division of the Supreme

A motion to dismiss based on failure to ;tgtet ;ecg(l:rsnepl:fn:cf[l'(ﬁ
hypothetically admits the truth of the facts_. alleg;: Evam o eaded
hvpothetical admission of the truth of material and re . o
260t laint does not extend to inferences or conclusions o from

' ?a(c:::smtl’:l:rle inferehces or conclusions drawn from facts not stated, m

*De Dios v. Bristol Laboratories (Phils), Inc., 55 SCRA 349, 354 (1974); See 1
“EGALADO, REMEDIAL LAW COMPENDIUM 50-51 (5d 1988 :

¥ RULES OF COURT, Rule 2, Sec. 5.

5 117 SCRA 321 (1982). " 94 Phil. 932, 941 (1954).

. a1 Abejo, 149 SCRA at 61.
*Id. at 331 -

" Traders Royal Bank v. Court of Appeals, 177 SCRA 788, 791-92 (1989). Saavedra, 159 SCRA at 61.
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Court deviated from this trend. It noted that "the creeping take-over by the
administrative agencies of the judicial power vested in the courts would render
the judiciary virtually impotent in the discharge of the duties assigned to it by
the Constitution."® The regular courts did not lack the ability to interpret an
ordinary contract such as a Memorandum of Agreement. The document was
not so complicated that its referral to the SEC for a more definitive :
interpretation was justified. The fact that the subject of the Memorandum o '
Agreement was shares of stock did not matter as no complicated question of
corporation law was involved. Hence, the controversy was deemed an ordinary _

civil litigation.

5. ESTOPPEL

Parties may not renege on admissions made in the complaint. Th
Supreme Court had occasion to rule on this point in Metro Manila Trans
Corporation vs. Morales.® In this case, petitioner Metro Manila Trans
‘Corporation (MMTC) and private respondents are the stockholders of CB
Transit, Inc. (CBLT). In 1982, the parties entered into a Voting Trus

- Agreemient whereby petitioner became private respondents’ trustees of the

shares in CBLT. As a result, MMTC possessed all the voting rights,

as other rights, pertaining to these shares. Said agreement was still in for
when private respondents commenced a "derivative suit" against MMTC i
~ 1987. They contended that the take-over in 1982 was without their consen
and that petitioner was an intruder. They claimed that any dispute betwee
the CBLT stockholders and an intruder could never be considered as intr
corporate to bring the case within the competence of the SEC. The Suprem!
‘Court noted that the respondents took no direct action to promptly disavo
or disaffirm the takeover and the election of the MMTC nominees into !

board of directors of CBLT which followed as a natural consequence. Th

- Court, speaking through Chief Justice Marcelo Fernan, ruled:

Parties must take the consequence of the position they assume.
* They are estopped to deny the reality of the state of things which
they have made to appear to exist and upon which others have been
" Jed to rely. Sound ethics require that the apparent in its effects and
consequences should be as if it were real and law properly sO

“ Viray, G.R. No. 92481 at 19.

© %173 SCRA 629 (1989).

regards.*

;o 1\1{):;5:; a di§claimer, tl}eycfore, the Supreme Court found that the
ute et ransit Corporathn was a stockholder in CBL Transit Inc. The
een Metro Manila Transit Corporation and the c.)ther

tockholders of CBL Transit Inc. was regarded as intra

iy -corporate in nature.

‘l;‘;;% ntsl:e allegations' of the complaint in (this case) and as amply
Comar ceaa:ﬁd by private respondents themselves, the Court is
partios gt .thgre 15 an intra-corporate relationship between the
s B’ot l:ls bringing their dlspute under the preclusive ambit of the
CBL:T- o Ezgggt;%rs ir::dfnvate_respondents are stockholders of
H mittedly derivative sought to retain fro
MMTC-dominated board of di . i managomont
irectors the control and m:
of CBLT; and while the takeov might have
T er of 10 November 1982, might have
;;c:,g ;xt?;g?;;il;i‘; cotnforn;lity of private respondents, the sgmé has -
X nt in the light of the latter’s acquiescence a
3 . . nd
silence which call for the application of the d()ctr(;ge of estoppel,

with the end res " " ;
directors. ult that the interlopers” are regarded as bonafide

IL RE-EXAMINATION OF SECTION 5 (B) OF
PRESIDENTIAL DECREE No. 902-A

e 3:,6 S]’\(;;mzictiox{al ?roblems spawned by Section 5(b)of Presidential
hate t.h : -A require its re-examination to determine if, in spite of these
, the law continues to fulfill its legislative purpose.

A. The Case For SEC Jurisdiction
inistrafi‘r;e are many reasons fc?t the continuing trend of allowing
be o (;e aeg:i:nqes to handle justiciable controversies. The main reasons
C idered briefly below to make a case for allowing SEC to continue

cl'si . . o e . .
ng Jurisdiction over intra-corporate controversies.

‘1. EXPERTISE AND FLEXIBILITY

ld at 633.34.
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ho: tizio;(gzﬁj thr;éiaq Zefor:n lz'}xlws, they are not even applicable. Thus, the
< - ) . 0 ’ i i ’
-administrative boards and cgom;its:i:o(;llzsgzged fockes ére stead dverted into

Administrative a i¢ A
gENCIES are not as rigo Surts i

. onts. This ke gorous as the courts in applyi
p eced‘ nts. This likewise allows more flexibility in decision-making.” pplying

The touchstones for preference of the jurisdiction of administrative
agencies over that of regular courts are expertise and uniformity.® An
agency’s expertise is acquired from the interplay of the concentration upon it

- of powers to regulate a particular area and of the experience acquired in the
exercise of these powers.” Administrative agencies are expected to have
specialized knowledge on a particular - area, as well as skills in public
administration.® These knowledge and skills are outside the domain of legal
expertise.” - o

A necessary adjunct to the powers of administrative agencies is the
_rule that prior resort must be made to these agencies in all actions which fall

- within their areas of competence. Otherwise, the purpose of the legislature

in creating these administrative agencies would be rendered inutile. This is
also required in order to instill 2 degree of uniformity and consistency in the

. decisions of administrative agencies.® The regular courts and the

administrative agency could well render conflicting opinions on the same
matter involving the same parties. "

3. RULE MAKING AND ADJUDICATORY FUNCTIONS

An administrati i ized b

S theselglsg?'twe agency is characterized by broad functional areas.*

enerally’ e fur blong.are not seen as working at cross purposes, but are
e complementary. An administrative agency mixes

udicative with administrati
. adn ive and rule-making functions. This hel;
‘harmonize adjudication to the regulatory prgocess - hishelps toadopt

| 4. POLITICAL ACCOUNTABILITY

whil * o ° . . . . ‘
dependentf:frgﬂ;és:tlve.‘agenc1es exercising quasi-judicial powers are
vl ool ¢ c:;utlve, the President still possesses general powers
rmally on A o € that the laws are being adequately enforced.” Less
1aly, the President sets the overall direction of the government. This

2. SPEED AND FLEXIBILITY

Administrative agencies are known for the speed with which they
render their decisions. This is as much due to their flexibility in handling th
‘matter, as to their expertise in the area. Technical rules of procedure ar
“often applicable only in a suppletory manner.” In some agencies, such 3

o ’ | ”
NFLU v. Ersma, 127 SCRA 419, 428 (1984).

53 o
-»’ - PHILIPPS, supra note 47 at 637-38.

“ BOIES & VERKUIL, PUBLIC CONTROL OF BUSINESS 808 (1977)- * See Presidential
\ mpm Batlas e;:::‘lb Decree No. 902-A, Sec. 3; CORPORATION CODE OF THE
, ) ansa Blg. 68 (1980); REVISED SECURITIES ACT, Batas Pambansa

4 pyLipps, O. HOOD PHILIPPS'S OONsrfnm0NAL AND ADMINISTRATIVE LAW 63 78 (1982); Loerin
, ‘ ); Loeringer, The Administrative Agency as a Paradigm of Government -

(1987). 9 pring 1965). The
’ urvey of the Administrative Proc
. . ul ) ess, 40 IND. L.J. 288,292 (Sprin
o ato; uggests ,lhat_the following characteristic functions are cé g ior
S s : : mmon to all major
‘ _ a) " to regul nomic condu
. | v . ate eco issui
” | | | 7 _ idual enterpris ;g omi nduct by issuing an order or license to

) to regulate economic i
ibite] and pormicible conduci; conduct. by promulgating rules specifying

, <) to investigate and ini
ons of other as courts do;

) t

% Pambuyan, 94 Phil. 932.
51 |_ABOR CODE OF THE PHILIPPINES, Republic Act 875 (1974) Amended by P1 ?la‘e proceeding rather that merely to respond
. Decrees Nos. 570-A, 626, 643, 823, 849, 850, 865-A, 891, 1367, 1368, 1391, 14
1641, 1691,1692, 1693, 1920, 1921 and 2018; Exec. Order No. 797, Batas Pambal
Blg. 32, 70, 130 and 227; Exec. Order Nos. 74,111, 126, 180, 247 and 251; Repub
Acts Nos. 6715, 6725 and 6727; SECURITIES AND EXCHANGE COMMISSION RULES!

PROCEDURE. PHIL. ConsT. oF 1987, Art. VII, Sec. 17
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the subject of public scrutiny.

5. JUDICIAL REVIEW

The Supreme Court has always wielded a strong supervisory arm o
administrative agencies. Thus, it has allowed review of decisions by volun
arbitrators even as these decisions are in the nature of comprom
agreements and are generally non-reviewable.* In the case of the SEC,
law itself specifically provides for an appellate review process.”’

An independent review process promotes fairness and preve
arbitrariness or the pursuit of a political agenda. Thus, the delegation
Congress of justiciable questions to quasi-judicial agencies is adequately s
guarded because of the process of appellate review.”®

B. The Case For The T; ransfer Of Jurisdiction
To The Regular Courts

The case for the transfer of jurisdiction to the regular courts is bu
on the problem areas arising from the text of Presidential Decree No. 902
as well as from the application of the law.

1. THE S‘TATUTE SUFFERS FROM OVERINCLUSIVENESS

- A scrutiny of the definition of intra-corporate controversy und
Presidential Decree No. 902-A shows that it suffers from overinclusivene
Overinclusiveness is defined by Professor Cass Sunstein as an approach
statutory construction wherein "the best interpretation of a word as used

" the text, when all things considered, sometimes calls for a restriction

% Oceanic Bic v. Romero, 130 SCRA 392 (1984).
57 Batas Pambansa No. 129 (1981). -

%8 Fallon, Legislative Courts, Administrative Agenbiés and Art. ITI, 101 HARV.

REV. (March 1988).

affects the priorities of the administrative agencies themselves. Moreov,
public pressure can be more easily brought to bear on the executive bra

than on the judiciary. Judges tend to be more self-effacing and are less o

te from a word’s dictionary meaning."” Sunstein illustrates this with
om the Austrian language philosopher Ludwig Wittgenstein. Here, a
ks another to teach a child a game and the other man proceeds to
a game of dice. The man says that this is not what he meant.®
Presidential Decree No. 902-A defines intra-corporate dispute in
5(b) thereof as any dispute involving corporations and stockholders.
wn in Philex, Sunset View and Union Glass, once this relationship
the disputants is shown to exist the controversy is deemed intra-
te and therefore, within the jurisdictioﬁ of the SEC.
In Philex, the Court noted that the law did not make any distinction
cation. ngever, in PSBA and other cases, the Supreme Court took
a step of inquiring into whether the controversy itself was intra-
ate. Subsequently, in the DMRC case, the Supreme Court had to make
her distinction between the main action and its incidents. '
These are all logical interpretations of the statute, but théy clearly
statutory construction rules. The departure in later rulings indicates the
iclusiveness of the interpretations made by the Supreme Court in earlier
Thus, the Court filled in the gaps for the legislature by applying the oft-
ted rule of Hart and Sacks that to solve hard cases the court "should
e, unless the contrary unmistakably appears, that the legislature was
up of reasonable persons pursuing reasonable purposes reasonably.™
imilar vein, Karl Llewellyn counselled courts to "strive to make sense [as
ole] out of our law as a whole."? L
- Such a rationalist approach may not be all that persuasive. It is more
nabl¢ to suspect that the statute was purposely left vague to enable one
to acquire a malleable tool which will allow him to intervene into
tever aspect of the corporate controversy that suits him. v
The laws decreed under Martial Law powers were less an instrument
rder thar{ an extension of one man and his cronies. Thus, numerous
ees were m§ued to benefit the deposed President Ferdinand Marcos and
cronies. This attack on the economy was two-pronged. One aspect was
described by a United States Embassy Report as a creeping state

59 .
Sunstein, Interpreting Statutes in the Regulat
mber 1989), 8 gulatory State, 103 HARV. L. REV. 419

)

1 e ‘
1d. at 434 (citing H. HART & A. SACKS, THE LEGAL PROCESS (1958)).
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~regulatory role.’

Regulatory agencies flourished after President Roosevelt’s New Deal
'when the role of government was expanded beyond its traditional confines to
-confront larger societal problems.* This concomitantly required a break from
the neat definition of what constituted executive and judicial powers and what
constituted constituent or ministrant functions.® :

The question of jurisdiction over intra-corporate controversies is

therefore part of a large challenge to the jurisdiction of the courts posed by

quasi-judicial bodies. This challenge is delineated in an article of Professor
Fallon.”

: .éa italism, a iabel fét the numerous decrees that alloyved the gdvc;nn;zrrl; g:w i
gtsdually ’control the ec’onomy,‘ During t!)c;a l::Ialrgagc rl(;::va ggazg 3 btk
v ident Ferdinand Marcos issued 688 Presidentia _ :
z;?i::terzctigh which injected the government 1nto the economy :g o;iaf)ciirsrg
r another.® Another aspect allowed the Marcos cronies 10 cstablish
i ono liés. over sugar and coconut, which are vital cash crops. ever o
;nnstrug(t)ion No. 1255 even established a monopoly over the impor
pemmd%re’sidcntial Decree No. 902-A was enacted on Mar.c}ll Ii 1,16191’16113 :
virtue of the legislativé powers of the President under Martia t.ul Law had
o :llle force and effect of law. The basis for the proclamation of Martia ;
" Article VII, Par.(2) in the 1935 Constitution.  enich
Amde There ar(e )ﬂindications. that Pralden::atl ]f):c:;iemggil ;?s%v‘:’pl:g“i _
xpanded the jurisdiction of the SEC, was part of 2 ehen 1o}
e);ip;lafl;'strangléhold on the economy. Putting n.ltra-corpol;.ate Ehtslféut;s e:?tiv :
gEC jurisdiction was one way of placing within the am 1:_ of ho exeaiti
additional powers of control. This was part of the lega 1st15:t e,c‘l){t?o ah
.former President Marcos aimed at g_aipilng power, tsli:caf(:: ttilgnvsvzsisnlt dio leave 4
istorical legacy and needed the law to legitimize his 2 .
- :lsht.ogglék?ﬁgczate of friends. Significantly, the massive powers x?f e:iheAiielz
'we}rle ‘decreed by deposed President Marcos when he appoint ,
, . , Ie p
_Limjoco, his classmate; as SEC chairman.

It is submitted that in this case the challenge is unwarranted. The

“courts remain competent to understand corporate law and its principles.
The Supreme Court’s interpretation of Section 5(b) since Philex,
Sunset View and Union Glass has been increasingly in favor of the jurisdiction
f the regular courts because the issues involved not onl

ntroversies, but also issues within the competence of the regular courts.
In saying that not every co

ntroversy between a corporation and its
ockholders involves only matters the SEC can resolve, Justice Isagani Cruz
said:

y intra-corporate

A contrary interpretation would dissipate the powers of the reguiar
courts and distort the meaning and the intent on PD No. 902-A....
But as expedient as this policy (of giving administrative bodies
adjudicative powers) is, it should not deprive the courts of justice
of their power to decide ordinary cases in accordance with the
general laws that do not require any particular expertise or training
to interpret. and apply. Otherwise, the creeping take-over by the
administrative agencies of the judicial power vested in the courts

would render the judiciary impotent in the discharge of the duties
assigned to it by the Constitution.”

2. THE EROSION OF JUDICIAL POWER

: -Judicialv-po;aver refers to the powerfof ‘the court to het?(r;b‘i?:;;d: cn
 pronounce judgment and carry it into effect between p_artlcsi) wt o e o
| gefdt"e it for decision. Judicial power is not only a right, bu
- éourt to decide. - il bodi |
| g, s lm?l 3“d19‘31t§y5te(1m» :g:fg)l?so aq tend]ency to v The Court, in gradually defining the extent of Presidential Decree No.
is ‘acknowledged. As earlier mentioned, : ney 10 ¥ ‘ v
l:dr::icnkilsltrativegbodies with adjudicative powers as a necessary adjunct o

: -7 See sitpra .pp. 109-110.
— “ M ORE
© R BONNER, WALTZING WITH A DICTATORSHIP AND THE MAKING OF AMERICAN

® Sunstein, supra note 59 at 409,
PoLICY 8 (1987).

See Bacani v. NACOCO, 100 Phil. 47 (1956).
¢ Pres. Decree No. 276 (1973).

70

1 , Supra note 58.
SOCF MCOS NOTES FOR A NEW SOCIETY IN THE PHILIPPINES (19 74). Fa on, su,
. >

[ V l IMES I( YURN. ] )eceml)el 18 l988 a }ayy <N . 19,
: 2 G R 0.9 48
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ew on a question of law as to the n i ‘ /

after an adverse ruling by the low::u::u(;f. fie dspute would have beca
‘While these procedures are allowed under the Rules of Court it is
jttcd that there is needless hairsplitting over this jurisdictional issue, The
“for which administrative bodies are created are also in the r;oc&ss
: rted. Instead of promoting speedier justice, delay results. P

902-A, was as much protecting its jurisdiction as defining that of the SE
However, this need to constantly redefine the limits of jurisdiction wastes th
time of the judiciary, the SEC, and the parties to the case. Many of the issue
raised in all the cases discussed in this study would have been avoided had th
rules on jurisdiction been simplified and clarified by putting such disput
within the competence of the regular courts. '

+. MULTIPLICITY OF SUITS 4. ADMINISTRATIVE OVERREACH
The SEC regulates various aspects of cor ' ities. I s task
; porate activities. It is tasked
h, among others., the duty to enforce various provisions of the Corporation
de and the Revised Secun.tl.es Act. Because of the scope of its regulatory -
vers, the SEC has been criticized for its mediocre performaxice.
, In.dl988, Seqator Te?tjlst()_ T. Guingona initiated a senate inquiry on
gedhm vSspr::ad’n'regularltles in the SEC. The Senator said that "no less
‘ eéei lcl)rld Bank has urge.d .the Philippine government to institute
ia eed changes in the.Cpmmlssxon and in the overall security market to
adfjed prptectlon .tq investors.” Resolution No. 282 dated 2 November
; (c:;ltn t};e following alleged irregularities in the SEC: a) delays and
oading of cases filed before the SEC; b) suspicious withholding of
o?s all{gamst erring corporations; c) approval of the relisting of securities
e §doc cxcl}ange by corporations without the required audit; d) allowance
mlxz)s:a tc;r c(t)ratdmg; ‘and ¢) inability of the SEC to act expeditiously on
" . .
dustry, roversies or the lack of will to properly regulate the securiti&s
Lawyers also complain of the dela itigati :
. : ys. Litigation of corporate
t(li'amurals l;‘iled with tl;e SEC takes longer because of the tedious prgsses
: ::lppeIa)le mvolvcd.. A decision of the Securities Investigation and
tal\lrmg partment is appealable to the SEC Commission before this goes
e CS(;urt olf ;preals and finally to the Supremme Court.
4 veral former commissioners believe that the ;
‘ C : powers of the SEC
shouk:al:: céx(;:‘]l)led S0 that t}le SEC can concentrate on its regulatory functions
mission is wi ,
gwraft and commuption er Jose Laureta noted that this will also help reduce

While a majority of Philippine corporations have their principal

A principal argument in support of the jurisdiction of the SEC o
intra-corporate disputes. is that administrative proceedings are necessari
speedier. However, all it takes is for a smart lawyer to ensure that proceedin
are delayed by a multiplicity of suits. ' '

Jurisdiction over the case is determined by the allegations of t
complaint. The nature of the controversy may be gleaned from the allegatio
in it. As illustrated in the cases of Viray and Saavedra, it is important
determine whether the status of a party as a stockholder is controverted
not. - . :

In the Viray case, this led to prolonged litigation. After the petitioner:
questioned the jurisdiction of the Regional Trial Court, the Supreme Co

held:

[T)he status of petitioners as stockholders of OTSI has yet to be
clarified at the trial of the said complaint. That status cannot be
assumed without. hearing. The petitioners could not divest the
Regional Trial Court of jurisdiction by simply asseriing that they
are stockholders of OTSI and their dispute with the privaie
respondent is intra-corporate in nature.”

‘Whether petitioners were indeed stockholders and directors of th
corporation and whether their differences constitute an- intra-corporat
controversy would have to be resolved by the regular courts after a hearing.

This determination, howeyer, is far from definitive. The Court sail
that this determination is subjecBito further review by the Supreme Cour
Thus, without any resolution yet as to the heart of the controversy, th
question of jurisdiction over the case would already have gone up to th
Supreme Court twice. First, the original case would have gone to the Suprem!
Court on certiorari with a prayer for a writ of injunction. Then, a petition fo

) .. . . . sy .
Why SEC Litigation Takes Time, Phlhppme Daily Inquirer, August 2, 1987 at

™ Id. at 18.

% : . | ‘
SEC Officers Face Cut in Powers, Philippine Daily Inquirer, December 25, 1988

7 Id. at 20. 13
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~ addresses in Metro Manila, a significant number are being set up in various
provinces. The SEC, however, has provincial offices only in Cebu and
Davao™ o ‘ v
Intra-corporate disputes which occur in areas where the SEC does not
" have offices would have to be brought to Mianila or the two provincial offices.
In comparison, there are 683 Regional Trial Courts spread evenly throughout
‘the archipelago. , ' ‘
The regular courts can also adequately handle the relatively small
. number of intra-corporate cases. In 1987, the SEC resolved 136 cases
" involving.intra-corporate disputes, while in 1988 it resolved 176 cases of such
- nature.” A total of 210 intra-corporate cases were filed in 1988." In 1989,
. the SEC resolved 353 intra-corporate controversies.” . v

ear and decide intra-corporate disputes.® Iﬁ its place, th

i 0rp . , the PCG (
l;:u;:;e;::,znt l;)e’f a special court ~the Court of CI())rporate Dispult{ef ioﬁiiﬁ
iould ba conegizzimbzcriank as the Court of Appeals. The proposed new court
srbadiehrupice sedy compo§ed .of a presiding justice and four associate
e papervhi gg reorganization will allow the SEC to concentrate on
e il o, rln\omtonng Qf tl}e corporate sector and the promotion of
e caplial . At thc' same time, it would allow for the selection of

1th proven expertise in commercial law and with broad knowledge

f civil law which, in ma
s ny of the cases di d in thi
e of extensive applicatiofl. discussed in this paper, was found to

CONCLUSION

_ Justiciable controversies are submitted to administrative bodies for

~ speedy and authoritative det rmination. This laudable objective, which justifies
preference for administrative jurisdiction over judicial jurisdiction, is- not
achieved by Presidential Decree No. 902-A. As shown in this study, the
jurisdictional problems arising from the said statute have, instead, delayed the
resolution of intra-corporate disputes. More problems are bound to arise
‘especially now that the Supreme Court, expressing concern over the erosion
of judicial power, has signaled the adoption of the policy of narrowing the
scope of the term "intra-corporate controversy" in order to uphold - th
jurisdiction of regular courts. It is, therefore, imperative to reassess th
- propriety of allowing the Securities and Exchange Commission to retai
jurisdiction over intra-corporate controversies. , , '

' ~ In recognition, perhaps, of the weakness of the present system, th
~ Government. has done its own reassessment. A closer examination should bé

~ made of the recommendations of the Presidential Commission fo
* Government Reorganization (PCGR) which has proposed the removal fro
‘the SEC’s Securities Investigation and Clearance Department the power ¢
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