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**Title:**
European Resources and Technologies, Inc. and Delfin J. Wenceslao vs. Ingenieuburo
Birkhahn + Nolte, Ingeniurgesellschaft mbh and Heers & Brockstedt Gmbh & Co.

**Facts:**
1. Ingenieuburo Birkhan + Nolte Ingiurgesellschaft mbh and Heers & Brockstedt Gmbh &
Co. (the “German Consortium”) tendered a bid to Clark Development Corporation (CDC) to
construct and manage an Integrated Waste Management Center at Clark Special Economic
Zone (CSEZ).
2. On October 6, 1999, CDC awarded the contract to the German Consortium under specific
terms, including a clause to form a local corporation for the project.
3.  On April  18,  2000,  the German Consortium entered into a Joint  Venture with D.M.
Wenceslao and Associates, Inc. (DMWAI) and Ma. Elena B. Villarama (LBV and Associates)
to form a local entity, European Resources and Technologies, Inc. (ERTI).
4.  Despite  agreements  to  finalize  a  Shareholders’  Agreement,  the  agreement  was  not
executed. Regardless, ERTI was incorporated.
5.  On August  1,  2000,  the German Consortium and ERTI executed a Memorandum of
Agreement (MOA) assigning rights and obligations from the German Consortium to ERTI.
6. On December 11, 2000, ERTI was informed via a letter that the agreement with the
German Consortium was terminated due to failure of CDC’s approval and absence of the
Shareholders’ Agreement.
7. On February 20, 2001, ERTI requested reconsideration from CDC.
8. The German Consortium filed a complaint for injunction against ERTI in the Regional
Trial Court of Angeles City to prevent ERTI from misrepresentation, which the court initially
granted.
9. Petitioners (ERTI and Wenceslao) opposed the injunction and motioned for arbitration as
per their MOA.
10. The trial court issued a preliminary injunction, which was contested by ERTI leading to
an appeal to the Court of Appeals, which upheld the trial court’s decision.
11. The case was then raised to the Supreme Court under petition for review.

**Issues:**
1. Whether the German Consortium had the legal capacity to sue in the Philippines despite
not having a business license.
2. Whether the German Consortium was entitled to an injunctive writ to prevent ERTI from
asserting rights under the Contract for Services.
3. Whether the dispute should be resolved through arbitration as per the MOA.
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4. Whether the issuance of the writ of preliminary injunction was appropriate, equating to a
decision on the merits without a full trial.

**Court’s Decision:**
1. **Legal Capacity to Sue:**
– The Court ruled that the German Consortium, being unlicensed foreign entities, lacked the
capacity to sue in Philippine courts.
– As their activities constituted “doing business” in the Philippines without a license, they
were barred under Section 133 of the Corporation Code.

2. **Entitlement to Injunctive Writ:**
– The right to operate the waste management center was not unmistakable and clear. The
CDC’s rejection of the assignment created significant doubt.
– Hence, the German Consortium did not have a clear right to protect via an injunction at
the time of its application.

3. **Arbitration Clause:**
– The dispute, primarily tied to CDC’s non-approval, could not be adequately resolved in
arbitration, as CDC was not a party to the arbitration agreement.
– Dropping arbitration ensured that a single, binding resolution could cover all necessary
parties and issues involved.

4. **Preliminary Injunction:**
– Issuance of the preliminary injunction was improper. Given the German Consortium’s
deficiency  in  legal  capacity  and  the  absence  of  a  clear  and  unmistakable  right,  the
injunction was erroneously issued.

**Doctrine:**
– Unlicensed foreign corporations engaging in business in the Philippines cannot initiate
legal actions within Philippine courts.
–  For  issuance  of  preliminary  injunction,  the  right  being  protected  must  be  clear,
unmistakable, and urgent, which was not present in this case.

**Class Notes:**
– **Corporation Code, Section 133:** Foreign corporations need a business license to sue in
Philippine courts.
– **Injunction Requirements:** Must protect a clear and unmistakable right; urgency and
materiality factored.



G.R. No. 159586. July 26, 2004 (Case Brief / Digest)

© 2024 - batas.org | 3

– **Arbitration Clauses:** Valid but limited by the presence and necessity of all affected
parties (e.g., the necessity of CDC involvement).

**Historical Background:**
This case surfaces amidst increasing global partnerships within local projects, emphasizing
the scrutiny of foreign entities’ compliance with domestic licensing norms. The decision
underscores Philippine judicial rigor in maintaining adherence to national laws, even for
economically significant foreign collaborations. The broader historical context includes the
tightening regulatory frameworks around foreign entities to ensure legal domiciliation and
accountability.


