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SINGH, J.:

Before the Court is a Petition for Review on Certiorari[1] (Petition) under Rule 45 of the Rules of Court filed by
petitioner George N. Yu (George), assailing the Decision,[2] dated February 17, 2023, and the Resolution,[3]
dated July 25, 2023, of the Court of Appeals (CA) in CA-G.R. SP No. 163829. The CA affirmed the Order,[4]
dated October 24, 2019, of Branch 93, Regional Trial Court (RTC) of Quezon City in Civil Case No.
R-QZN-19-10334-CV, which ruled that George lacked the legal capacity to pursue his lawsuit against Anita Que
(Anita), observing that the relief sought in his Complaint was, in fact, intended for the benefit of Vetamax Textile
Manufacturing Corporation (Vetamax), a corporation in which both George and Anita are stakeholders.

The Facts
The dispute concerned the rightful ownership of shares in Vetamax, a domestic corporation organized under
Philippine law and incorporated on July 11, 1978, with the following individuals as its original incorporators:

Name of Incorporator

Number of Subscribed Shares

Yu Tian

1,200

William Yu

1,000

Robert Que

800

Ngan Po Giok

600

George Yu

400[5]

Among the original incorporators were Yu Tian and Ngan Po Giok, the parents of George, Anita, William Yu
(William), and Robert Que (Robert).[6]

As of 2009, the duly elected members of the Board of Directors and officers of Vetamax, along with their
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respective subscribed shares and corresponding ownership percentages, were as follows:[7]

Name of Directors and/or Officers

Number of Subscribed Shares

Percentage of Ownership

Yu Tian

6,000

30%

William Yu

5,000

25%

Robert Que

4,000

20%

Ngan Po Giok

3,000

15%

George Yu

2,000

10%[8]

Subsequently, on July 23, 2009, Yu Tian died without leaving a will or executing any document concerning the
shares he held in Vetamax.[9] Moreover, his heirs did not execute any extrajudicial settlement of his estate.[10]

Despite the absence of any documentation regarding Yu Tian's shares, Anita allegedly prepared a General
Information Sheet (GIS) wherein she identified herself as both a stockholder and the Corporate Secretary of
Vetamax.[11] Thus, based on Vetamax's 2009 GIS, the following individuals were listed as directors and
officers:[12]

Name of Directors and/or Officers

Number of Subscribed Shares

Percentage of Ownership

William Yu

5,000

25%

Robert Que
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4,000

20%

George Yu

2,000

10%

Anita Que

6,000

30%

Ngan Po Giok

3,000

15%[13]

Thereafter, on May 7, 2012, Ngan Po Giok, the parties' mother, died intestate and without any extrajudicial
settlement executed by her heirs.[14] Then, about more than a month later, or on June 19, 2012, the parties'
brother, William, died.[15] Thus, as of October 2016, the GIS of Vetamax showed the following stockholders:

Name of Stockholders

Number of Subscribed Shares

Percentage of Ownership

George Yu

3,000

15%

Anita Qu[e]

5,000

25%

Shirley Qua

2,000

10%

Robert Que

5,000

25%

Hedy Lee

2,000

10%
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Jason Robert Que

3,000

15%[16]

George alleged that the proper shareholding of Vetamax should be as follows, had the shares of their parents, Yu
Tian and Ngan Po Giok, been properly distributed:[17]

Name of Stockholders

Number of Subscribed Shares

Percentage of Ownership

Heirs of William Yu

1,300

32.5%

Robert Que

1,100

27.5%

George Yu

700

17.5%

Anita Que

300

7.5%

Shirley Qua

300

7.5%

Hedy Lee

300

7.5%[18]

According to George, Anita should not have obtained 25% of the total shares in Vetamax since there were no
records or documents showing that the shares were validly transferred to her name.[19] He further asserted that
the 2009 GIS of Vetamax should have been considered void since Anita's recorded shares therein were without
basis and without any consideration.[20]

By representing that she owns 25% of the total shares in Vetamax, George alleged that Anita caused prejudice and
detriment to his direct corporate interest in Vetamax.[21] George maintained that Anita should only be holding
300 shares with 7.5% of Vetamax's shareholdings, which emanated from her right as an heir of their parents.[22]
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If the proper allocation of shares was followed, George's percentage of shareholdings should have been 17.5%
instead of 15%.[23]

Moreover, George asserted that due to Anita's misrepresentation, she even became a director of Vetamax, with the
authority and power to directly involve herself in Vetamax's affairs.[24]

When efforts towards compromise failed, George filed a Verified Complaint for Declaration of Inexistence of
Contract on Conveyance of Shares of Stocks under Article 1410 of the New Civil Code of the Philippines
(Complaint) against Anita.[25] In his Complaint, George sought to have the 6,000 shares held by Anita declared
as void and illegal due to the alleged inexistence of any contract to prove the acquisition of the same.[26] George
noted that the only record showing Anita's participation in Vetamax was the 2009 GIS where the latter inserted
herself as a shareholder.[27]

George's Complaint was raffled to Branch 93 of the RTC of Quezon City.[28] In its Order, dated April 12, 2019,
the RTC found the Complaint to be sufficient in form and substance.[29]

Thereafter, Anita filed her Answer with Compulsory Counterclaim, denying the allegations raised by George in
his Complaint.[30] Anita claimed that George was asking for relief in the wrong forum.[31] She argued that
George's Complaint did not involve an intra-corporate dispute since his claim was anchored on the shares of stock
on intestate succession brought about by the death of their father.[32]

Further, even if the Complaint were to be considered an intra-corporate dispute, Anita averred that the same was
barred by prescription.[33] She noted that George filed his Complaint more than eight years after their father's
death, contrary to the prescriptive period mentioned in Article 1140 of the Civil Code.[34]

If the claim was not barred by prescription, Anita contended that it was nevertheless precluded by the doctrines of
estoppel and laches.[35] In support of this argument, she pointed to George's express acknowledgment of her
ownership interest in Vetamax.[36] Specifically, George declared that Anita was a stockholder of Vetamax as of
October 2016, holding 5,000 shares.[37] This acknowledgment was further reinforced by George's admission that
Anita had served as a director of Vetamax and had been actively involved in its corporate affairs for an extended
period.[38] According to Anita, George's admissions undermine any attempt to deny her claim of ownership in
Vetamax's shares.[39]

However, even assuming that the Complaint was an intra-corporate dispute and not barred by prescription,
estoppel, or laches, Anita contended that it should still be dismissed because of George's lack of legal personality
to sue.[40] Anita argued that Vetamax was the proper party to question the ownership or transfer of shares of
stock illegally held by a stockholder.[41]

The RTC issued a Notice of Pre-Trial Conference on June 27, 2019.[42]

Both George and Anita filed their respective Pre-Trial Briefs.[43]

Anita then interposed an Omnibus Motion to Declare George's Complaint as a Nuisance Suit and to Order the
Payment of Correct Docket Fees before the RTC (Omnibus Motion).[44] In response, George filed a
Comment[45] to the Omnibus Motion, where he argued that his Complaint is an intra-corporate dispute because it
involves him, an incorporator and current President of Vetamax, on the one hand, and Anita, an alleged
stockholder, on the other.[46]

The Ruling of the RTC
In its Order,[47] dated October 24, 2019, the RTC dismissed George's Complaint and granted Anita's Omnibus
Motion.[48] The fallo of the Order states:
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WHEREFORE, in view of the foregoing, the Omnibus Motion to Declare Complaint as Nuisance Suit and to
Order the Payment of the Correct Docket Fees filed by the defendant is hereby GRANTED.

Accordingly, the Complaint for the Declaration of Inexistence of the Contract on Conveyance of Shares of
Stocks under Article 1410 of the Civil Code filed by the plaintiff is hereby DISMISSED.

SO ORDERED.[49] (Emphasis in the original)

The RTC first ruled that the case involved an intra-corporate controversy, satisfying both the relationship test and
the nature of the controversy test, as established by jurisprudence.[50]

With respect to the relationship test, the RTC found that the dispute was between the stockholders of Vetamax,
noting the Complaint's allegation that, as of October 2016, George held 3,000 shares while Anita held 5,000
shares, as reflected in Vetamax's GIS.[51]

As to the nature of the controversy test, the RTC determined that the case involved the interpretation and
application of Section 62 of the Revised Corporation Code, which governs the issuance and transfer of shares to
an alleged shareholder.[52]

Despite its finding of an intra-corporate controversy, the RTC nonetheless concluded that George had no cause of
action and lacked the capacity to sue.[53]

Specifically, the RTC held that the relief sought by George was intended for the benefit of Vetamax.[54] Thus, it
ruled that George should have first secured a board resolution authorizing him to initiate the suit on Vetamax's
behalf.[55] The relevant portion of the RTC Order reads:

[George's] complaint does not contain a relief seeking the transfer of the shares to his name, or that he intends
to acquire the same. The complaint also lacks any allegation on a violation of a right expressly granted to a
shareholder provided for in the Revised Corporation Code. As ruled upon earlier, the complaint seeks to
declare the nullity of the title of the defendant over the shares of stock due to the lack of a valid conveyance,
while not specifically claiming the said shares. Therefore, the relief prayed for is actually for the benefit of the
corporation.

It is settled that the corporation has its own separate juridical personality from its stockholders. For a
shareholder, or any other person to exercise corporate powers, unless the articles of incorporation or the
by-laws so provide or unless the doctrine of apparent authority applies, a board resolution is required to be able
to represent the corporation. Given this, the plaintiff should have presented a board resolution authorizing him
to file the instant suit. This, the plaintiff failed to do. There are also no allegations on his apparent authority,
nor any provisions of the articles of incorporation or the by-laws authorizing him to bring the instant suit.
Accordingly, as the plaintiff is filing a suit based on a right that is not his personally, the Court deems it proper
to dismiss the instant complaint.[56]

However, even assuming that George had a cause of action and the legal capacity to sue, the RTC held that the
Complaint would not prosper due to his failure to comply with the requirements set forth Section 1, Rule 8 of the
Interim Rules of Procedure Governing Intra-Corporate Controversies (Interim Rules).[57] In particular, the RTC
noted the absence of any record demonstrating that: (1) George had exerted all reasonable efforts to exhaust
available remedies under Vetamax's articles of incorporation, by-laws, or internal rules to obtain the relief he
sought; (2) no appraisal right existed for the acts complained of; and (3) the Complaint was not intended merely
as a nuisance or harassment suit.[58]

Aggrieved, George filed a Petition for Review under Rule 43 of the Rules of Court with the CA, asserting that he
possessed the legal capacity to maintain the suit.[59] He argued that his Complaint, which sought a declaration of
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the inexistence of a contract conveying shares, did not redound to the benefit of Vetamax, as the shares in
question were never intended to be transferred to it.[60] Rather, George maintained that the declaration of the
inexistence of a contract conveying Anita's shares would result in an increase in his proportionate shareholdings,
given that the shares of their late father, Yu Tian, would be distributed equally among his heirs.[61]

Further, George argued that the anticipated increase in his ownership would not stem from a direct transfer of
shares from Anita to him but from a redistribution of their parents' estate, such that the total shareholdings would
be divided equally among the heirs, rather than disproportionately allocated to Anita.[62] According to George,
this reflected a clear effort to vindicate a personal and individual interest because his shares should have been
17.5% instead of 15%, while Anita's shares should have only been 7.5% instead of 25%.[63] Therefore, George
contended that the Complaint did not allege an injury to Vetamax, but rather invoked a right that was purely
personal to him.[64]

The Ruling of the CA
The CA affirmed the RTC Order, holding that the RTC did not err in finding that George lacked the legal capacity
to initiate the suit against Anita as the Complaint was characterized as a derivative suit.[65] The dispositive
portion of the CA Decision reads:

WHEREFORE, premises considered, the Petition for Review is DISMISSED. The Order[,] dated October 24,
2019[,] issued by [Branch 93, Regional Trial Court of Quezon City], in Civil Case No. R-QZN-19- 10334-CV
is AFFIRMED.[66] (Emphasis in the original)

The CA held that George was not the only individual with a substantial interest in the validity of Anita's shares in
Vetamax, nor was he the sole party who would suffer direct and personal injury because of Anita's alleged
ownership.[67] According to the CA, the relief sought by George pertained to acts and events that would
ultimately impact the corporate structure of Vetamax, as the outcome would affect not only his shares but also
those of other stockholders, including Robert, Shirley Qua, Hedy Lee, and the Heirs of William.[68]

In light of this, the CA ruled that the proper remedy was a derivative suit and that George was required to comply
with the procedural requirements for such action, as provided under Rule 8, Section 1 of the Interim Rules.[69]
Since George failed to satisfy these requirements, the CA concluded that he lacked the legal capacity to sue and
that the Complaint failed to state a valid cause of action.[70]

Undeterred, George filed a Motion for Reconsideration, which the CA denied in its Resolution,[71] dated July 25,
2023.[72]

Hence, the Petition, where George, as substituted by Rose Marie S. Yu (Rose Marie) and Andrea S. Yu (Andrea),
contends that the CA erred in holding that George should have initiated a derivative suit.[73] George argues that
his claim does not involve a wrong committed against Vetamax, as the shareholders' equity interests do not
constitute corporate assets or rights.[74] He further emphasizes that his Complaint pertains specifically to Anita's
act of unlawfully inserting her name as a shareholder of Vetamax in 2009, thereby diluting George's
shareholding.[75] According to George, this is a dispute between shareholders, and not an action involving or
authorized by the board of directors.[76] Accordingly, the suit was not brought on behalf of Vetamax, but rather
as a personal action by one shareholder against another.[77]

Further, to support his claim, George cited the case of Lu Ym v. Lu Ym, Sr.,[78] where the Court, in relevant part,
held:

LLDC and the minority stockholders whose shares were diluted, David included, have causes of action
separate and distinct from each other. David has a substantial interest in the validity of the subscription and the
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amount for which the same was issued since he stands to suffer a direct personal injury by reason thereof, i.e.,
diminution of his shareholdings and, consequently, control in the corporation. The decrease in his voting power
will expectedly result in the loss of his control in the corporate affairs of LLDC. Needless to state, David was
well within his right as a stockholder to challenge Lu Ym father and sons' actions that adversely affected his
personal interest in the corporation, such cause of action being anchored on Sec. 1 (a) (2) of the Interim
Rules.[79]

George argues that in Lu Ym, the Court classified David Lu's action as an individual suit, despite the dilution of
other shareholders' interests resulting from a questionable stock subscription.[80] By analogy, he posits that the
dilution of other Vetamax' s shareholders' stockholdings is irrelevant to his cause of action.[81] He maintains that
he has a distinct, separate, and substantial interest in challenging the validity of the share transfer from their
father, Yu Tian, to Anita.[82] Thus, he asserts his right to pursue an individual suit against Anita, independent of
other stockholders.[83]

The Issue
Did the CA err in holding that George should have initiated a derivative suit because his Complaint refers to acts
and incidents that will ultimately concern the corporate structure of Vetamax?

The Ruling of the Court
The Court resolves to grant the Petition.

Generally, the Court may only review issues raised in a Rule 45 Petition

As a general rule, a court may decide only those issues raised by the parties in their pleadings.[84] This rule finds
support in Section 8, Rule 51 of the Rules of Court, which provides:

Section 8. Questions that may be decided. — No errors which does not affect the jurisdiction over the subject
matter or the validity of the judgment appealed from or the proceedings therein will be considered unless stated
in the assignment of errors, or closely related to or dependent on an assigned error and properly argued in the
brief, save as the court may pass upon plain errors and clerical errors.[85]

The aforementioned provision underscores the limits of the court's authority to review only those issues expressly
raised and developed by the parties, subject to narrowly defined exceptions. Consistent with this principle, a
judgment rendered by a court on a matter within its general jurisdiction, but not placed in issue by any pleading or
claim of the parties, and wholly unrelated to the questions submitted for resolution, is considered a legal
nullity.[86]

Here, the Petition raises the issue of whether the dilution of George's shareholdings, allegedly resulting from
Anita's fraudulent and wrongful conduct, constitutes a valid cause of action for an individual suit under Rule 1,
Section l(a)(2) of the Interim Rules.[87]

Ordinarily, the Court would confine its review to the issues explicitly raised in the Petition. However, it is well
established that courts possess the authority to consider matters not specifically pleaded when they: (1) are closely
related to or dependent upon an assigned error; (2) affect the court's jurisdiction over the subject matter or the
validity of the judgment; or (3) are indispensable to the just and final resolution of the issues presented.[88] As
explained by the Court in Jugueta v. Ledesma,[89] citing The Insular Life Assurance Co., Ltd. Employees'
Association v. The Insular Life Assurance Co., Ltd:[90]

The Supreme Court has ample authority to review and resolve matters not assigned and specified as errors by
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either of the parties in the appeal if it finds the consideration and determination of the same essential and
indispensable in order to arrive at a just decision in the case. This Court, thus, has the authority to waive the
lack of proper assignment of errors if the unassigned errors closely relate to errors properly pinpointed out or if
the unassigned errors refer to matters upon which the determination of the questions raised by the errors
properly assigned depend.

The same also applies to issues not specifically raised by the parties. The Supreme Court, likewise, has broad
discretionary powers, in the resolution of a controversy, to take into consideration matters on record which the
parties fail to submit to the Court as specific questions for determination. Where the issues already raised also
rest on other issues not specifically presented, as long as the latter issues bear relevance and close relation to
the former and as long as they arise from matters on record, the Court has the authority to include them in its
discussion of the controversy as well as to pass upon them. In brief, in those cases wherein questions not
particularly raised by the parties surface as necessary for the complete adjudication of the rights and
obligations of the parties and such questions fall within the issues already framed by the parties, the interests of
justice dictate that the Court consider and resolve them.[91] (Emphasis in the original; citations omitted)

In this case, determining whether the dispute constitutes an intra-corporate controversy is essential to the just and
final resolution of the issue raised by George in his Petition—whether he should have filed a derivative suit to
challenge Anita's actions. Accordingly, the Court's consideration of issues not explicitly raised in the Petition is
justified.

To recapitulate, both the RTC and the CA held that George should have initiated a derivative suit to challenge
Anita's actions. In reaching that conclusion, however, the RTC, as upheld by the CA, first determined that the
dispute involved an intra-corporate controversy, as it arose between stockholders of Vetamax and required the
interpretation and application of Section 62 of the Revised Corporation Code.[92]

Upon a thorough review of the case records, the Court finds that the RTC erred in its characterization of the
controversy. Thus, while the Petition does not directly raise the question of whether the dispute qualifies as an
intra-corporate controversy, the Court deems it necessary to resolve the issue, as it is crucial to a just and
definitive determination of the issues presented and implicates the court's very jurisdiction over the subject matter.

At its core, the Complaint involves the determination and distribution of the successional rights of the
stockholders-heirs

Intra-corporate disputes are generally defined as suits arising from intra-corporate relations, either among
stockholders or between stockholders and the corporation itself.[93] To determine whether a particular suit falls
within this category, jurisprudence developed two guiding criteria, commonly referred to as the relationship test
and the nature of the controversy test. In Reyes v. Regional Trial Court of Makati, Branch 142, et al.,[94] the
Court extensively discussed these two tests:

A review of relevant jurisprudence shows a development in the Court's approach in classifying what
constitutes an intra-corporate controversy. Initially, the main consideration in determining whether a dispute
constitutes an intra-corporate controversy was limited to a consideration of the intra-corporate relationship
existing between or among the parties. The types of relationships embraced under Section 5(b), as declared in
the case of Union Glass & Container Corp. v. SEC, were as follows:a) between the corporation, partnership, or
association and the public;

b) between the corporation, partnership, or association and its stockholders, partners, members, or officers;
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c) between the corporation, partnership, or association and the State as far as its franchise, permit or license to
operate is concerned; and

d) among the stockholders, partners, or associates themselves.

The existence of any of the above intra-corporate relations was sufficient to confer jurisdiction to the SEC,
regardless of the subject matter of the dispute. This came to be known as the relationship test.

However, in the 1984 case of DMRC Enterprises v. Esta del Sol Mountain Reserve, Inc., the Court introduced the
nature of the controversy test. We declared in this case that it is not the mere existence of an intra-corporate
relationship that gives rise to an intra-corporate controversy; to rely on the relationship test alone will divest the
regular courts of their jurisdiction for the sole reason that the dispute involves a corporation, its directors, officers,
or stockholders. We saw that there is no legal sense in disregarding or minimizing the value of the nature of the
transactions which gives rise to the dispute.

Under the nature of the controversy test, the incidents of that relationship must also be considered for the purpose
of ascertaining whether the controversy itself is intra-corporate. The controversy must not only be rooted in the
existence of an intra-corporate relationship, but must as well pertain to the enforcement of the parties' correlative
rights and obligations under the Corporation Code and the internal and intra-corporate regulatory rules of the
corporation. If the relationship and its incidents are merely incidental to the controversy or if there will still be
conflict even if the relationship does not exist, then no intra-corporate controversy exists.

The Court then combined the two tests and declared that jurisdiction should be determined by considering not
only the status or relationship of the parties, but also the nature of the question under controversy. This two-tier
test was adopted in the recent case of Speed Distribution, Inc. v. Court of Appeals:

To determine whether a case involves an intra-corporate controversy, and is to be heard and decided by the
branches of the RTC specifically designated by the Court to try and decide such cases, two elements must concur:
(a) the status or relationship of the parties; and (2) the nature of the question that is the subject of their
controversy.

The first element requires that the controversy must arise out of intra-corporate or partnership relations between
any or all of the parties and the corporation, partnership, or association of which they are 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; and between such corporation, partnership, or association and
the State insofar as it concerns their individual franchises. The second element requires that the dispute among the
parties be intrinsically connected with the regulation of the corporation. If the nature of the controversy involves
matters that are purely civil in character, necessarily, the case does not involve an intra-corporate controversy.[95]
(Emphasis in the original; citations omitted)

Applying these standards, the Court finds that the present dispute does not satisfy the necessary criteria to be
classified as an intra-corporate controversy.

The Complaint failed to satisfy the Relationship Test

a. The Complaint centers around the issue of successional rights of George and Anita
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Generally, the jurisdiction of a court or tribunal over the subject matter is determined by the allegations in the
complaint.[96]

Here, the RTC ruled that the relationship test was satisfied, citing allegations in the Complaint that George held
3,000 shares of stock and Anita held 5,000 shares in Vetamax.[97]

While the RTC's conclusion initially appears sound in recognizing the existence of a shareholder relationship
between George and Anita, a closer scrutiny of the records suggests otherwise. It is critical to emphasize that
George's fundamental argument in the Complaint is that Anita usurped her father's shares upon his death without
presenting any document to substantiate a valid transfer of ownership. The Complaint alleged that there is no
proof establishing that Anita legally acquired the status of a stockholder, thereby casting substantial doubt on the
legitimacy of her claim to shareholder rights in Vetamax. This omission fundamentally undermines the RTC's
finding that a stockholder-to-stockholder relationship exists between the parties, especially given the requirement
under Section 62 of the Revised Corporation Code, which in pertinent part, reads:

Section 62. Certificate of Stock and Transfer of Shares. — The capital stock of corporations shall be divided
into shares for which certificates signed by the president or vice president, countersigned by the secretary or
assistant secretary, and sealed with the seal of the corporation shall be issued in accordance with the by laws.
Shares of stock so issued are personal property and may be transferred by delivery of the certificate or
certificates indorsed by the owner, his attorney-in-fact, or any other person legally authorized to make the
transfer. No transfer, however, shall be valid, except as between the parties, until the transfer is recorded in the
books of the corporation showing the names of the parties to the transaction, the date of the transfer, the
number of the certificate or certificates, and the number of shares transferred. The Commission may require
corporations whose securities are traded in trading markets and which can reasonably demonstrate their
capability to do so to issue their securities or shares of stocks in uncertificated or scripless form in accordance
with the rules of the Commission[.][98] (Emphasis supplied)

Moreover, as further detailed in the Complaint, Anita initially held no shares in Vetamax and was only later
identified as a shareholder when she allegedly inserted her name in the 2009 GIS of Vetamax. George contends
that Anita's entitlement to any shares should be derived solely from the inheritance she stands to receive from
their father's estate. Accordingly, rather than holding 25% of Vetamax's shares, as she claims, her lawful
entitlement would amount to only 7.5% of Vetamax's shareholdings.[99]

It is thus evident from the allegations in the Complaint that the core of the dispute revolves around the shares of
stock belonging to Yu Tian, the parties' deceased father, and the corresponding interests of his heirs therein.

At this juncture, the Court deems it necessary to emphasize that while the death of Yu Tian triggered the
transmission of successional rights to his heirs, effective from the moment of his death, this did not ipso facto
confer upon Anita the status of a stockholder in Vetamax. In the absence of a formal settlement of the decedent's
estate, no definitive transfer of ownership could be recognized.

It must be underscored that the heirs of Yu Tian merely acquired an undivided and inchoate interest in his shares,
an interest that remains contingent upon the outcome of an appropriate estate settlement proceedings. Moreover,
pursuant to Section 62 of the Revised Corporation Code, the transfer of shares of stock must be duly recorded in
the corporate books of Vetamax to be considered valid and effective.

In the absence of both a settlement of Yu Tian's estate and the proper registration of the share transfer in Vetamax'
s records, Anita could not be deemed a legitimate stockholder of Vetamax.

The Court previously had the occasion to address a comparable controversy in Reyes v. Regional Trial Court of
Makati, Branch 42, et al.,[100] where it similarly held that the complaint did not constitute an intra-corporate
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dispute. In that case, the Court found that the core issue involved the enforcement of successional rights, rather
than the assertion of stockholder rights.

Specifically, the petitioners in Reyes alleged that the shares of stock owned by their deceased mother had been
arbitrarily and fraudulently appropriated by the defendant. In response, they initiated a derivative suit seeking,
among others, an accounting of all income derived from the misappropriated shares from the time they were
taken, as well as the delivery of their rightful and proportionate shares to the surviving siblings.

In finding that no intra-corporate relationship existed between the petitioners and the defendant, the Court
explained:

Article 777 of the Civil Code declares that the successional rights are transmitted from the moment of death of
the decedent. Accordingly, upon Anastacia's death, her children acquired legal title to her estate (which title
includes her shareholdings in Zenith), and they are, prior to the estate's partition, deemed co-owners thereof.
This status as co-owners, however, does not immediately and necessarily make them stockholders of the
corporation.

[....] In the present case, each of Anastacia's heirs holds only an undivided interest in the shares. This interest,
at this point, is still inchoate and subject to the outcome of a settlement proceeding; the right of the heirs to
specific, distributive shares of inheritance will not be determined until all the debts of the estate of the decedent
are paid. In short, the heirs are only entitled to what remains after payment of the decedent's debts; whether
there will be residue remains to be seen. Justice Jurado aptly puts it as follows:

No succession shall be declared unless and until a liquidation of the assets and debts left by the decedent shall
have been made and all his creditors are fully paid. Until a final liquidation is made and all the debts are paid,
the right of the heirs to inherit remains inchoate. This is so because under our rules of procedure, liquidation is
necessary in order to determine whether or not the decedent has left any liquid assets which may be transmitted
to his heirs.

Rodrigo must, therefore, hurdle two obstacles before he can be considered a stockholder of Zenith with respect
to the shareholdings originally belonging to Anastacia. First, he must prove that there are shareholdings that
will be left to him and his co-heirs, and this can be determined only in a settlement of the decedent's estate. No
such proceeding has been commenced to date. Second, he must register the transfer of the shares allotted to
him to make it binding against the corporation. He cannot demand that this be done unless and until he has
established his specific allotment (and prima facie ownership) of the shares. Without the settlement of
Anastacia's estate, there can be no definite partition and distribution of the estate to the heirs. Without the
partition and distribution, there can be no registration of the transfer. And without the registration, we cannot
consider the transferee-heir a stockholder who may invoke the existence of an intra-corporate relationship as
premise for an intra-corporate controversy within the jurisdiction of a special commercial court.

In sum, we find that – insofar as the subject shares of stock (i.e., Anastacia's shares) are concerned – Rodrigo
cannot be considered a stockholder of Zenith. Consequently, we cannot declare that an intra-corporate
relationship exists that would serve as basis to bring this case within the special commercial court's jurisdiction
under Section 5(b) of PD 902-A, as amended. Rodrigo's complaint, therefore, fails the relationship test.[101]
(Emphasis in the original; citations omitted)

Similarly, here, Anita must first overcome the legal requirement of settling her deceased father's estate and
effecting the registration of the transfer of shares in her name before she can be validly recognized as a
stockholder of Vetamax.

b. The fact that Anita's name is in Vetamax's GIS does not sufficiently prove ownership of shares
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To recall, George alleged that the only document evidencing Anita's participation in the shareholdings of
Vetamax is the corporation's GIS, beginning in 2009.

Relying on this, the RTC concluded that the relationship test was satisfied, reasoning that both Anita and George
recognized each other's share ownership as reflected in Vetamax's GIS.[102]

The Court, however, finds this reasoning unpersuasive.

It is a well established principle that the contents of the GIS are not conclusive evidence of the identities of its
registered stockholders or the extent of their respective shareholdings.[103] In accordance with Section 63, in
relation to Section 73, of the Revised Corporation Code, the controlling document for determining the identities of
registered stockholders is the corporation's Stock and Transfer Book (STB).

Section 73 of the Revised Corporation Code expressly mandates every corporation to maintain and carefully
preserve an STB, which must include, among other things, the current ownership structure and voting rights
within the corporation.[104] This includes detailed records of stockholders, intra-group relations, group structures,
ownership data, and beneficial ownership of the corporation. Accordingly, reliance on the GIS alone, absent
corroboration from the STB, is insufficient to establish legitimate shareholder status. As declared by the Court in
F&S Velasco Company, Inc., et al. v. Madrid, et al:[105]

The contents of the GIS, however, should not be deemed conclusive as to the identities of the registered
stockholders of the corporation, as well as their respective ownership of shares of stock, as the controlling
document should be the corporate books, specifically the Stock and Transfer Book. Jurisprudence in Lao v.
Lao is instructive on this matter, to wit:The mere inclusion as shareholder of petitioners in the General
Information Sheet of PFSC is insufficient proof that they are shareholders of the company.

Petitioners bank heavily on the General Information Sheet submitted by PFSC to the SEC in which they were
named as shareholders of PFSC. They claim that respondent is now estopped from contesting the General
Information Sheet.

While it may be true that petitioners were named as shareholders in the General Information Sheet submitted to
the SEC, that document alone does not conclusively prove that they are shareholders of PFSC. The information in
the document will still have to be correlated with the corporate books of PFSC. As between the General
Information Sheet and the corporate books, it is the latter that is controlling. As correctly ruled by the CA:

We agree with the trial court that mere inclusion in the General Information Sheets as stockholders and officers
does not make one a stockholder of a corporation, for this may have come to pass by mistake, expediency or
negligence. As professed by respondent-appellee, this was done merely to comply with the reportorial
requirements with the SEC. This maybe against the law but "practice, no matter how long continued, cannot
give rise to any vested right."

If a transferee of shares of stock who failed to register such transfer in the Stock and Transfer Book of the
Corporation could not exercise the rights granted unto him by law as stockholder, with more reason that such
rights be denied to a person who is not a stockholder of a corporation. Petitioners-appellants never secured
such a standing as stockholders of PFSC and consequently, their petition should be denied.[106] (Emphasis
supplied; citations omitted)

c. The principle of laches does not transfer ownership of shares to Anita

The Court is not unmindful of the passage of time since Anita purportedly inserted her name into Vetamax's GIS
without any legal basis. Precisely on this ground, Anita contended that George is barred from challenging her

BATAS.org - Philippine Law Library G.R. No. 268687, October 29, 2025

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 13 of 20

Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



claim of ownership over the shares by reason of estoppel and laches, particularly in light of her long-standing role
as a director of Vetamax.

The Court does not agree with Anita's contentions.

Laches has been defined as the failure or neglect, for an unreasonable length of time, to do that which by
exercising due diligence could or should have been done earlier; it is negligence or omission to assert a right
within a reasonable time, warranting a presumption that the party entitled to assert it either has abandoned it or
declined to assert it.[107]

While it may be argued that George failed to timely assert his right to challenge Anita's purported ownership of
shares in Vetamax, given the lapse of time since 2009, such delay, by itself, does not operate to vest ownership in
Anita. As previously discussed, for a transfer of shares to be valid and effective, it must be duly registered in the
transferee's name in the corporation's STB. In this case, no such registration has been shown. Indeed, there is not
even a single document evidencing any transfer of shares from Yu Tian to Anita.

Moreover, it bears emphasis that the proper party with the legal capacity to waive any rights over the Vetamax
shares in question is not George, but the estate of Yu Tian. As a distinct juridical entity, the estate may only act
through its duly appointed administrator.

In view of the foregoing, the circumstances surrounding the controversy at hand ultimately fail to satisfy the
requirements of the relationship test.

The Complaint also failed to satisfy the Nature of the Controversy Test

The nature of the controversy test requires that the dispute among the parties be intrinsically connected with the
regulation of the corporation.[108] Here, George initially filed a Complaint for the Declaration of Inexistence of
Contract of Conveyance of Shares, contending that Anita fraudulently transferred to herself the shares of stock
owned by Yu Tian, despite the absence of any valid document evidencing such transfer. George further asserted
that this unauthorized conveyance diluted his own shareholdings in Vetamax, as a proper distribution of Yu Tian's
shares among the heirs would have entitled him to 17.5% ownership in the corporation.

Upon careful examination, the Court finds that the essence of the Complaint pertains to the protection and
enforcement of successional rights and not to the regulation of Vetamax. The controversy arose from the parties'
relationship as heirs of Yu Tian, rather than from any legally recognized relationship as stockholders of Vetamax.

In filing the Complaint, George was asserting his rights as a co-heir and not as a shareholder of record. Notably,
he claimed that Anita should possess only 300 shares, representing 7.5% of Vetamax's shareholdings, derived
from her inheritance, while his rightful shareholdings should have been 17.5%, not 15%. This strongly indicates
that the real nature of the controversy concerns the proper distribution of undivided shares of Yu Tian's estate.
The harm George seeks to redress arises from the alleged impairment of his successional rights as an heir, rather
than any injury to the corporation or to him in his capacity as a shareholder.

More importantly, Anita's actions did not inflict any actual or imminent injury upon Vetamax. If she indeed
transferred Yu Tian's shares to herself without legal basis, the harm resulting from such conduct would fall upon
her co-heirs and not on Vetamax. The alleged wrongful transfer neither altered Vetamax's capital structure nor
affected its corporate assets.

Thus, ultimately, the nature of the dispute places it outside the ambit of an intra-corporate controversy.
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Accordingly, both the RTC and the CA erred in ruling that George should have initiated a derivative suit, which
cannot prosper in the absence of such a controversy.

Given these circumstances, the proper course of action is to initiate an ordinary civil action before the RTC to
determine the composition of Yu Tian's estate. Should the trial court find that the disputed shares form part of the
estate, the heirs may thereafter proceed with its settlement, either judicially or extrajudicially, in accordance with
law. Only upon the completion of such settlement may the shares be distributed among the heirs and duly
recorded in Vetamax's STB.

Nevertheless, to prevent further delay in the disposition of the case, the Court finds it appropriate to remand the
matter to the RTC for the continuation of proceedings. The trial court is hereby directed to treat the case as an
ordinary civil action solely for the purpose of determining whether the subject shares constitute part of Yu Tian's
estate.

ACCORDINGLY, the Petition for Review on Certiorari filed by petitioner George N. Yu, as substituted by Rose
Marie S. Yu and Andrea S. Yu, is GRANTED. The Decision dated February 17, 2023, and the Resolution, dated
July 25, 2023, of the Court of Appeals in CA-G.R. SP No. 163829 are REVERSED. The case is REMANDED to
the Regional Trial Court, which is directed to treat the same as an ordinary civil action for the purpose of
determining whether the subject shares of stock form part of the estate of Yu Tian.

SO ORDERED.

Caguioa (Chairperson), Inting, Gaerlan, and Dimaampao, JJ., concur.
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