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DECISTON

Befiore this Comumission is the Appeal Memorandum filed on 16 March
2022 by BABEL HOLDINGS, INC.. Manue! M, Lazaro, Michelle B. Lazaro,
Rommel M. Santiago, and Philipe 1. Aguino, assailing the Order dated 10
February 2022 (the “Assailed Order”) issued by the Company Registration
and Monitoring Department, which revoked the Certificate of Incorporation
of BABEL HOLINGS, INC., on the basis of a finding that the same was
[raudulently procured, the dispositive portion of which reads:

"WHEREFORE, inview of the foregoing, the Certificate of Repistration of
BABEL HOLIMNGS, INC., registered on 12 Februasy 2006 under SFC
Heg, Mo, CSI016G3004, s hereby REVOEED, Moreover, the isswance ol
u permaneni cease-and-desist order has been repdered most and academic.”

THE PARTIES

HABEL HOLTMNGS, INC. {BHI) is a stock corporation dulv organized
and existing under the laws of the Republic of the Philippines, having been
issued & Certificate of Incorporation bearing Company Registration Mo
CS201603004, Tts principal office address is at the 19" Floor Chatham |Howse
Blde., 116 Walero cor. V.A. Rufino Street., Salcedo Village, Makati City,
Philippines.

Appellants Manuel M. Lazaro, Michelle B. Lazaro, Rommel M.
Santiago, and Philipe T, Aquino (the “Individual Appellanis™), and Appellees
Dindo A. Espeleta and Karen M. Espeleta, are the incorporators and
stockhalders of BHI whose sharcholdings therein, based on the latest [iled
General Information Sheet (2018), are as follows:
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AHARES SURSCRIBED AND PAID
MAML NUMBER AMOHLINT [
il {IM PLIPY
SHARES
DINDO A, FSPELETA 23,000 2= 00, i, Ui 25
EARFM M. ESPELETA 4 000 RERT TR a5
BAANUFEL M. LA AR 41,000 100 T
MICHELLE B, LASARD R 5 D D D :
ROMMEL M SANTIAGD 3K 3 AR A Al i
PHILIPE 1. ACQUINO 3 WM 3 A0

RELEVANT FACTS

Semetime zround 15 Octaber 2015, Appellees Dindo A, Espeleta and
karen M. kspeleta, and the Individual Appellants agreed in principle o form
a corporation, and pool their money in the amount of One Hundred Million
Pesos (PRP100,000,000,00), for the purpose of acquiring Mauscnon Island in
Palawan (the “Island™).!

O 12 February 2016, the Commission approved the application of BHI
and issued its Certificate of Incorporation.

Cmn 5 July 2006, BHI purchased the lsland from Mariano V. Araneta,
Ir., Emmanuel L. Regio, Demetrio P. Sonza, Angel L, De Leon, Ir., Esteban
V. Tajanlangit T {collectively, the “Seller™), where they opened an Escrow
Agreement Account with Eastwest Hank for One Hundred Twentv-Six
Aillion Pesos (PRE 126, 000.000.00), which was paid to the Seller by Appellee
Dindo Lspeleta on behalf of BHI

On 29 September 2021, Appellecs Dindo A, Espeleta and Karen M.
Espeleta filed with the Company Registration and Moenitoring Department
{CRMLY) of this Commission a Petition for Revocation of Company
Registration {with Application for the lssuance of Cease and Desist Order),
an administrative action sceking the revocation of the Certificate of
Registration of BHI for having been allegedly obiained through fraud.
invoking Sec. S(i)[1] of PIY 902-A", as amended.

In support thereol, Appellees Dindo A. Espeleta and Karen M. Espeleta
alleged thar the Individual Appellants, who obtained the repistration of BHI
from the Commission®, made serious and deliberate misrepresentations in the
documents that were submitted as part of BHI's application for incorporation.
specitically, Appellees declared that Karen M. Espeleta’s signature in the
Ireasurer’s Affdavit was forged as she did not sign the said document®, and

Far. 4 nfihe Appeal
"Par, 7 of1he Appcal
' Far. |2 of the Pection ched Farl | Rule 18, Section 2-3a 1H&} of the 7005 Rules of Frocedure of e
Securitizs and Exclaipe Commissioe which granes the CRMTE e jurisdiction oy £T petiziens dar fevioizalion
of eertifivates of moorporation on the grossd of fraud inthe procuremen: themenf
' Par. 7 of the Petition
" Par. 18 af the Peditem
" Pars. 15 and 16 af she Pesition
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that the representations i BHI's Articles of Incorporation (Aoly on the
company’s paid-up capital are false and fraudulent, becawse the Individual
Appellants did not pay the shares that they fullv subscribed 0.7 Appellees
Dindo A, Espeleta and Karen M. Lspeleta substantiated the foregoing with the
bank statement issued by BPI Alabanp Prime Center where the alleged lone
bank account of BHT was lodged

Relative to their praver for the issuance of a Cease and Desist Order
(€1, Appellees Dindo A, Espeleta and Karen M. Espeleta posited that the
same 15 warmanted to prevent BHI and the [ndividual Appellants from further
defrauding and misrepresenting to the public, by making it appear that the
company had sufficient capitalization and has a stellar financial condition 1o
transact @ wide array of business." Specitically, Appellees Dindo A. Espeleta
and Karen M. Espeleta argued that BHI and Individual Appellants should be
enjoined from conducting sharcholders’ meetings, which are venues where
Individuel Appeliants transfer and reorganize their equity participation and
capital assets in various companies i.e. Copperstar Hoeldings, Inc., Eagle 11
Holdeo, Inc. and Eagle | Landholdings, Inc.'”

Omn the basis of the authority granted by the Commission En Banc'' in
a Resolution dated 5 October 2021, the CRMD issued ex parre a CDO
directing BHI to immediately cease and desist from transferring, selling,
disposing, and'or conveving its properties. securities, shares of stock, and
other real’personal properties, and from transacting any, and all business
invalving the funds in its depositary bank

The CRMID also issued a Summons dated & October 2021, directing
BEI and Individual Appellants to file their verified Answer within a period of
fifteen {15) dayvs from receipt thereof.

In their Entry of Appearance with Answer, BHI and the Individual
Appellants prayed for (a) the dismissal of the Petition for its failure 10 show
with ¢lear and convincing evidence, the alleged falsity andior fraud. and (b)
the recall and setting side of the CIO, which was allegedly issued without
basis and'or with abuse of discretion.

BHI and the Individual Appellants countered with the argument that the
incorporation documents of BHI, specifically s Articles of Incorporation
{Aal), which provide tor the full subseription and payment of the authorized
capital stock of the corporation, enjoy a presumption of regularity being a
nolarized r!wu11!cr|l. which can only be oveniumed by clear and convincing
evidence,"” They further argucd that Appellees Dindo A. Espeleta and Karen
M. Espeleta have nol denied executing the Aol, which estops them from

"Fars, 17, |8 and 2 lof the Petition
¥ Par. 19 of the Pezines
Par. 249 al the 'eibon
“Pare. 30 and 31 of the Perinn
' Tio dieterming whethes e isauance of o CT30 5 warmanted hased on the allegbons ad evidance oo recenl
Pes 08 amd 18 ol the Answer
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claiming that the shares that were subscribed to by BHI s incorporators were

net fully paid.'” Finally, BHI and the Individual Appellanis maintained that

the purchasc by BHI of the Island belics the allegation of Appellees thar BII

was not funded.' Hence, the transactions and the documents that were

excouted by BHI, through Appellee Dindo Espeleta, in his capacity as

President and incorporator, show to the public that the corporation was in &

stellar financial condition, because its capital steck has been fully subscrihed
and paid."’

The Assailed Order which imposed the penaliy of revocation of BHI s
Certificate of Registration led w the [ling of the instant Appeal.

I their Appeal. BHI and the Individua]l Appellants maintained than the
CRMD cormmitted reversible ermor in reveking BHI's  Certificate  of
Incorporation. on the basis of the finding that the registration documents were
improperly notarized and did not thus enjoy the presumption of regulanty,
because Appellees did not deny signing BIHT's Aol BHI and the Individual
Appeilants posit thet the requirement of notartzation s merely formal, and a
detect in the notarization of the registration documents does notl alTect the
validity or enforceability of the transpction; nor can the same be used as hasis
in determinimg iF there was fraud n the procurement of the cerificate of
registration.”” With Appellees Dindo A. Espeleta and Karen M, Fspeleta
having admitted that they personally signed the Aol, BHI and the Individual
Appellants argued that the declaration relating to the parties” full payment of
the shares that they subscribed were not false. '

R and the Individusl Appellants also pointed out that other than the
Treasurer’'s Allidavit, there is nothing in the previous Corporation Code and
in the ROC that require a corpomation to deposit cash in a hank account
registercd under its name.'" Hence, they argued that CRMIYs reliance on the
bank certiticate submited by Appellecs as conclusive proof that RHI's paid-
up capital was only Five Million Pesos (PhPS 000,000.00) is questionable, as
1t disregarded the documentary evidence showing the contrary which was
submitted by BHI and the Individual Appellants. Moreover, BHI and the
Individual Appellonts also emphasized thar the transsctions which BHI
entered into, through Appellee [dinde Espeicta, during the span of five {5)
¥ears from i1s incorporation in 2006, show that BHI was fully capitalized and
was validly incorporated ™

Finally. BHI and the Individual Appellants reiterated their argument
that Appellants Dindo A. Espeleta and Karen M. Espeleta should not be

' Par. |0 nf the Arcwer

" Par, 33 ol the Acswer

" Par. 31 of the Arower

* Par. 10 of the Apgeul

"Pars. 15 andd 16 of the Appeal

" Pars. 2, 35, 3¢ and 3% of the Appeal
" Pars. 27, 2% of the Appeal
T Pars. 30, 33 amd 34 o the Apeeal
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allowed o benefit from their own wrongdoing based on the doctrine of
unelean hands.,

O B April 2022, Appellees Dindo AL Espeleta and Karen M. Espeleta
filed theirr Commeny COpposition praying for the full afirmation of the
Assailed Order. and the dismissal of the Appeal. They argued that the act of
Individual Appellants in having the Aol and the Treasurer’s ATdevil of BHI
notarized, despite the physical absence of the former, will never amount 1o
substantial compliance with the requirements under Sections 14 and 15 of the
Corporation Code, because the same constitutes a false statement in the
acknowledgment.”!

Appellees Dindo A. Espeleta and Karen M, Espeleta further maintained
that the forgery of the signature of the Jater in the Treasurer’s Affidavit was
proven by substantial evidence, which merits the revocation of BHI's
Certificate of Incorporation.” The Commission is not estopped from revoking
BHI"s Certificate of Incorporation which was fraudulemtly procured, because
there is & positive law which sanctions such revocation. ™

In relation 1o the paid-up capital of BHI, Appellees Dindo A, Espeleta
and Karcn M. Espelels maintained that the same only stood at Five Million
Pesos (PhP 5,000,000.007, based on the decumentary records submitted, and
not One Hundred Million Pesos (PP 100000 000007 as stuted in BHD s Aal
This shows that the statements in the Acl and Treasurer's Affidavit of the
Corporation were false™, and that the incorporation of BHI was fraudulently
made.

In compliance with the Order dated 7 April 2022 issued by the
Commission, through the Office of the General Counsel, BHI and the
Individual Appellants filed their Position Paper on 28 April 2022, while
Appellees Dinde A. Espeleta and Karen M. Espeleta filed their Position Paper
on 22 Apnl 2022, The Parties basically reiterated their respective argumenis
embodied in their earlier pleadings

ISSUE
I'he sole issue presented 1o this Commission is whether the revocation of the
Certificate of Incorporation of BHI on the ground of fraud in its procurement
wis correct based on the records and evidence,

RULING

I'he Appeal is impressed with merit

' Pars. T and 10 of ihe Caomsenc Uprscrsilion
“ Tars. 28 and 2% of the Commentpposilion
™ Par, 32 of the Cimemne Dippasition

pare. 3819 48 ol the CommenyCipposicion
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The corperate medium, being endowed with a personality separate and
distinet from the stockholders'members composing it is  recognized
practically in all jurisdictions as the preferred vehicle in conducting,
maintaining, developing, and prowing a business enterprise, because of the
legal, operational and practical advantages that accompany i1, compared to
other business media,

Lnder Hatas Pambansa Blg. 78 or the Corporation Code of the
Philippines™, the law in effect when BHI was incorporated, a corporazion has,
among others, a right of succession™ which facilitates s continued existence
independently of its shareholders, and the powers expressly granted by law™",
its Articles of Incorporation (Acl), andfor incident 10 its existence. This was
explained by the Supreme Courl in niversing of MWindaraa, fnc. vy Bangio
Sentral ng Pelipimos™, to wil:

“Corporstions are artificial entities pramed legal personalitics wpon thei
creation by their incorporators in accondance with law. Untlike nateral
persons, they have e inheremt powess. Thind persors dealing with
E\:-:'[h.i'l.":ll.il.ll"l'-. Camiol assurme that corporalions have pHwers It is Up o thinse
persong |:||‘.':|.|||1|_.; with corporstions 1o deserming  their COMpetence as
exprgsaly de Tl by the low ard their articles of INEOPOration.

A COrporation may exervise s powers only withim ihose definitions
Corporate acts that are cutside those express definitions under the law o
articles of mcorporation or those "commitied cutside the objeet for which a
corparalion is created” are ulira vires

The snly exception 10 this rale s when acts are necessary and inciderial o
CRTTY O & corgroralion’s purposes, and to the exercise of powers conferred
by the Corporation Code ond  umder a0 corporation’s  articles o
incorporation. This exception is specifically included in the general powers
of & corporation under Section 36 of the Corporation Code ™

It iz in this context that the grant of corporate existence is conditioned
on the applicant’s full compliance with the requirements of the Corporation
Code which the State, as the ¢reator of corporations, has prescribed, Stated
otherwise, incorporation is not a right that persons can demand from the State,
but a mere privilege granted to those that are able 1o show, 1o the satisfaction
ol'the Commission, which administers and implements the Corporaticn Code,
that all the statutory regulatory reguirements have been complied with.

Sections 10 to 14 of the Corporation Code™, embaody the reguirements
that all applicants for incorperation must comply. It is the Commission’s duty

** Mepealed by Republic Act Na, 11232 or the Revised Corporation Code {see Section 187}

* Seczion 2 of the Corporztion Code

* Bestians 36 to 44 of the Corporatioe Cade

:!_'{:.HZ. Moo, USRS, lanuesy 1], 2006

! Section 10, Namber il qualifivatinny o Incorpormiars. — Any numher of negurmd persems nal less than
liwe (5} bt ot more than fifiees 15, all of kegal ags amil & majortty of whom are resideses of the Mulippines,
may farm a private corporatin [of sy lwful purpose or purposes. Fach of e iscarosmons of 5 shck
COFPEIRIICE MUET ST 0F e 3 sebecriber 8o af loast ome (1) share of the caital stock of the comoration



Eapebetn va BRAREL Falidimas, Inc
BRL P Seowe Clasr P, 0057 2404
P S L

Fage: Tal 2

o verity and ensure, that all the requirements and information preseribed
therein, are provided'contained in the Articles of Incorporation {as well as the
other supporting documents) submitted Lo 1t

Relative therete, it 1s settled in jurisprudence that in the exercise of its
regulatory functions™, the Commission is mandated o determine if the
stututory requirements have been complied with, and the Commission may
even be compelled by mandamus to act on a matter presented/filed with it
considering that the same does not involve the exercise of discretion. The
Commission has therelore no authority 10 waive compliance with any
requirement prescribed by law. Thus, in Gamboa vs Teves'', the Supreme
Court affirmed the authority of the Commisgion 1o disapprove the Aol of any
corporation that falls short in complying with the requirements prescribed
under the Constitution andor the laws, o wit:

“This Court has held that the SEC "has both regulitory and adjudicative
functions.” Under its regulatory functions, the SEC can be compelled by
mandamus o perform its statutery duiy when 0 unlawfully neglects 1o
FH.'H:\.H""I the same. Lnder s a;l:iudi-:.'ﬂlil.-i: ar gquasi-judicial functions, he
SEC can b also be compelled by mandarmus to hear ang decide a possible
vightnon of any law it stministers or enforces when it i mondated by low
Lix tnvesdigals suich vinkation

Lnder Seetion §7{4) of the Corportsen Code, the SEC has the negulatory
[unction b reject or disnpprove the Arnicles of Incorporation of any
copparation where "the reguired percemtage of cwnership of e capital stock
o be owned by citizens of the Philippines has not beci cl]liuili:l.'d with s
reguirsd by existing laws or the Constitution.” Thies the SEC s the

Sertiom |1, Coarponme ferm — A corporaiion shall exist for & peried ol exceeding Sy (50} years. [rom the
date of incopormion unles soorer dissolved of weless seid pericd i3 cxiended The comorale tarm as
originadly stated in the anieles of imcorporation may be extended for periods noc excesding fifiy (50} vewn
in pny simgle inslance by an amendmaent of che anicles of iacorpaation, s acomlamye with this Code:
Provided, That oo extension ces be made ewleer than v (55 years prioe i the original or subsequens expery
dateis) unless there are jwatifioble raasons for e earlier extension 25 may be detsrmenad by the Securities
andd Fxchezge Commission.

Bectiom |1, Mirieum L'-ﬂ'I:lll'..ﬁ' (1Pl |'|.'||I|..|'..'J o AR cvrpaaralinny — Sk oo incormoraied under
this Code shall mon ke required so bave any sinissam astborieed capital sieck exoept as otheraise spezifically
jproacedad dor hy special faw, and subject w the provisions of the follivwing seciion

Herfiom 13, Jr|1..||||1|' of caninn! sock b b subsorided and o e he farpuses of trcorporaiion. — Al least
fwenbvefive percenl (29%) of the surhonzed canital stock s stated in the ariicloy -.'-I'im:-.'lrp.'-mm-n et b
subscribed a1 the time of mecrporstion, and ai beast baenty-Five (25%) per cent of the sotal subseripton mus)
e paid wpon subseripion, the halence o be payveble on & dare oo dates fived i the comtrae) o sdbacription
withaul noed of call, cr in the nhserce of 2 Pixed dite or danss upin gall for paymesd by the bpand of dirsciors:
Provided, however, Thal in o case shall the peid-up c@pital be less than Sve Thousand (B30 00 peses =
M Admisisieasive agencies possess b kinds of pawers, the quasi-legislaive or rule-mek ing gower, and the
ypamai-jedicral or adminiranve adjudcmory poower. The first is the power to make mdes and regelatians thar
results in deleparsd legislataon that s within the cucfines of e granting stalute end che decirine of nos-
delegability and separadility of prwers. The issuance of the msailed A0, Mo, 008, Kesalutaos, S 03-211
aml the piher msuances by the POSE was in the exercise ol |h|. aunnu 5 |'|||:|j| -le L|5.|.ul'\.l.rpi_w\.-|:n The sec

= lhe mower o Bear amd delermmine 'lI.I'H.l.HIII'll'\- | |

The sdministrative bosdy caencises is quasi-jadicial peoser when i1 pl_'rf,_lrrm im & judicial manner an act that
= essentially of an execuiive or aditsnislrative mbue, where the power o act in 1.u,_|' rrarner is incidenal
of meisnably sewessary lor the performance of the executive or sdminetranve duty entrusted o L™ The
£ haurmur o Frecuie Divrecior, #aliewan s i Yeentmimebde Developmend vr Eieveio Lim, GUE. Mo
1A30TD, Megus 24, 3016)

WG W, 1TRATY, June 2H, 2011



