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Title: Republic of the Philippines vs. Provincial Government of Palawan, et al.

Facts: The legal controversy revolves around the claims over the proceeds of the Camago-
Malampaya Natural Gas Project. The project, based on Service Contract No. 38, involves the
extraction of natural gas reserves from the Camago-Malampaya area, located approximately
80 kilometers  off  the coast  of  Palawan.  The contract  agreement  provided for  a  60-40
production sharing scheme between the national government and the service contractors.

The Province of Palawan claimed an equitable share from the project citing Administrative
Order No. 381 issued by President Ramos, guaranteeing shares for local government units,
including Palawan, from the government’s 60% share. Negotiations and agreements, such
as the Interim Agreement and Provisional Implementation Agreement, took place between
the national government and the Province of Palawan. However, the national government
contested Palawan’s claim, arguing that local government units’ territorial jurisdiction does
not extend to marine waters beyond 15 kilometers from their coastline.

The case reached the Supreme Court  after  the Regional  Trial  Court  ruled in  favor of
Palawan,  prompting  the  Republic  to  file  a  petition  for  review  in  G.R.  No.  170867.
Concurrently,  in  G.R.  No.  185941,  taxpayers  Bishop  Pedro  Dulay  Arigo  et  al.  filed  a
certiorari petition citing constitutional violations by issuances related to the agreements and
seeking the release of Palawan’s full 40% share. The two cases were later consolidated by
the Supreme Court.

Issues:
1. Whether the Province of Palawan has territorial jurisdiction over the Camago-Malampaya
natural gas reservoirs and is entitled to a share in the proceeds of the Natural Gas Project.
2. The applicability of estoppel against the Republic due to previous official recognition of
Palawan’s share.
3. Whether equity can justify Palawan’s claim to a share of the proceeds.

Court’s Decision:
The Supreme Court initially ruled in favor of the Republic, holding that Palawan was not
entitled to a share in the proceeds. The Court pointed out that there is no law that grants
the Province of Palawan territorial jurisdiction over the area where the project was located,
and that jurisdiction of local government units is limited to land areas within the defined
boundaries of land mass and territorial waters within 15 kilometers of the coastline. The
Supreme Court also stated that estoppel cannot operate against the State when its officials
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make erroneous statements.

Upon motions for reconsideration, the Supreme Court clarified that territorial jurisdiction
for provinces comprising of islands is not bounded strictly by land contiguity. Despite this,
pertinent  laws  and  maps  could  not  conclusively  prove  Palawan’s  jurisdiction  over  the
Camago-Malampaya area, so the original ruling denying Palawan’s claim to the proceeds
was upheld.  As  for  the funds already released under Executive Order No.  683 to  the
Province  of  Palawan,  the  Court  held  that  they  need not  be  returned,  recognizing the
national government’s intent to provide for the welfare of  Palawan’s populace and the
regularity of official actions.

Doctrine:
The doctrine established is rooted in the territorial jurisdiction of local government units, as
they can only exercise jurisdiction within their defined boundaries. Territorial jurisdiction
refers to the physical space identified by its boundaries which typically pertains to land
area, unless the law extends it to include maritime areas.

Class Notes:
– Territorial jurisdiction of a local government unit (LGU) is limited to its defined physical
space or the land within its boundaries.
– Provincial jurisdictions consisting of multiple islands do not require land area contiguity.
–  Estoppel  does not  operate against  the State  in  case government  officials’  erroneous
acknowledgments are made during the performance of their duties.
– Administrative Order No. 381 enhanced the claims of the local government units to shares
of natural wealth but did not expand their territorial jurisdictions to the continental shelf.
– The proceeds received by the Province of Palawan through governmental executive orders
are not required to be returned to the national government post-adjudication.

Historical Background:
The Camago-Malampaya Natural Gas Project has been a major economic endeavor with
substantial government revenue but has stirred a legal debate over LGU jurisdiction and
entitlement to the exploitation of natural resources. The Philippine archipelago’s unique
geography,  characterized  by  numerous  islands  and  vast  marine  resources,  has  raised
complex jurisdictional questions that break new legal ground concerning the parameters of
local government authority in the Philippines.


