G.R. No. 147905. May 28, 2007 (Case Brief / Digest)

**Title:** B. Van Zuiden Bros., Ltd. vs. GTVL Manufacturing Industries, Inc.: A Legal
Examination on Foreign Corporations’ Capacity to Sue in Philippine Courts

**Facts:** B. Van Zuiden Bros., Ltd. (petitioner), a Hong Kong-based corporation, filed a
complaint for sum of money against GTVL Manufacturing Industries, Inc. (respondent), a
Philippine corporation, in the Regional Trial Court of Paranaque City. The case was based
on several transactions where GTVL purchased lace products from the petitioner. The
transactions were carried out through a specific arrangement: the petitioner delivered these
products to Kenzar Ltd., a Hong Kong corporation, upon whose receipt the goods were
considered sold. GTVL’s failure to pay the agreed purchase price of U.S.$32,088.02 for
these transactions prompted the petitioner to file the complaint. However, instead of filing
an answer, the respondent filed a Motion to Dismiss on the grounds that the petitioner,
being an unlicensed foreign corporation, had no legal capacity to sue in Philippine courts.
This motion led to the dismissal of the case by the trial court. The Court of Appeals affirmed
this decision, prompting the petitioner to file a petition for review with the Supreme Court.

**Issues:** The central legal issue revolves around whether an unlicensed foreign
corporation, in this context, the petitioner, has the legal capacity to sue before Philippine
courts. This hinges on whether the petitioner is deemed to be doing business in the
Philippines, thus requiring a local license to maintain a judicial action.

**Court’s Decision:** The Supreme Court granted the petition, reversing the Court of
Appeals’ decision. The Court clarified the definition and scope of “doing business” in the
Philippines under Section 3(d) of Republic Act No. 7042 (The Foreign Investments Act of
1991), asserting that actual commercial acts within the Philippine territory are essential for
a foreign corporation to be considered as doing business in the country. The Court
concluded that the series of transactions between the petitioner and the respondent, which
were negotiated and consummated outside the Philippines, did not constitute doing business
in the Philippines. Thus, the petitioner, not doing business in the Philippines, had the legal
capacity to sue before Philippine courts for the collection of the unpaid purchases.

**Doctrine:** The Supreme Court reiterated the doctrine that an unlicensed foreign
corporation not doing business in the Philippines can sue before Philippine courts. This
doctrine is grounded on the provision of the Corporation Code on doing business without a
license, applying the nuances of “doing business” as defined under the Foreign Investments
Act of 1991.
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**Class Notes:**

1. **Foreign Corporations in Local Jurisdictions:** For a foreign corporation to be required
to obtain a local license to sue, it must engage in business activities within the local
jurisdiction that indicate continuity of commercial dealings or arrangements, leading to the
performance of acts typically associated with business operations.

2. **Legal Requirements for Suing:** An unlicensed foreign corporation can maintain or
intervene in any action in local courts if it is not deemed to be doing business within that
jurisdiction.

3. **Transactional Business Doctrine:** Transactions consummated outside the local
jurisdiction, without the foreign corporation performing specific business activities within
the territory, do not constitute doing business that would require a local business license.

**Historical Background:** This case situates within the evolving jurisprudence around
foreign corporations’ interactions with Philippine commercial laws. It underscores the
balance between allowing foreign entities to seek redress in local courts and protecting the
local business environment from unauthorized foreign business activities. The decision
reinforces the principle that the physical and transactional presence within the Philippine
territory is key to determining the need for a business license, an essential consideration in
an increasingly globalized economy.
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