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Title: **Fruehauf Electronics Philippines Corporation vs. Technology Electronics Assembly
and Management Pacific Corporation**

Facts:
– **1978**: Fruehauf Electronics Philippines Corp. (Fruehauf) leased land in Pasig City to
Signetics Filipinas Corporation (Signetics) for 25 years.
– **1983**: Signetics ceased operations after investment incentives were withdrawn.
– **1986**: Team Holdings Limited (THL) bought Signetics and later became Technology
Electronics Assembly and Management Pacific Corp. (TEAM).
– **1987**: Fruehauf filed an unlawful detainer case against TEAM. Both parties entered
into a Memorandum of Agreement (MOA) in **1988** where TEAM agreed to pay 14.7
million pesos in unpaid rent and a new 15-year lease contract was created, expiring on June
9, 2003, renewable for another 25 years upon mutual agreement.
– Team subleased the property to Capitol Publishing House (Capitol) in **1996** and was
authorized by Fruehauf.
– **2003**: TEAM notified Fruehauf it would not renew the lease. Subsequently, Capitol’s
sublease expired on May 31, 2003 but it vacated the premises only by March 5, 2005.
– **March 9, 2004**: Fruehauf filed SP Proc. No. 11449 before the RTC for “Submission of
an Existing Controversy for Arbitration,” alleging damages from TEAM’s failure to restore
the property to its original condition.
– RTC directed the parties to comply with the arbitration agreement.
– **September 27, 2004**: Arbitration tribunal constituted with retired CA Justice Hector L.
Hofileña as chairman.
– **December 3, 2008**: Tribunal awarded Fruehauf 8.2 million pesos as unpaid rent from
June 9, 2003, to March 5, 2005, and 46.8 million pesos as damages.

Procedural Posture:
–  **April  29,  2009**:  RTC confirmed the arbitral  award and denied TEAM’s motion to
modify/vacate the award.
– **TEAM** filed for certiorari before the CA after RTC denied their notice of appeal.
– **CA** dismissed initial petition but amended decision on October 25, 2012, reversing the
arbitral award and dismissed Fruehauf’s complaint.
– **Fruehauf** filed for review on certiorari before the Supreme Court.

Issues:
1. What are the permissible remedies against an unfavorable arbitral award?
2. What remedy can be resorted to from an RTC’s decision confirming, vacating, modifying,
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or correcting an arbitral award?
3. Was the arbitral tribunal correct in awarding Fruehauf damages and rental fees?

Court’s Decision:
– **Issues on Arbitral Awards**: The Supreme Court ruled that the grounds to vacate an
arbitral  award are narrowly  defined under Section 24 of  the Arbitration Law and the
UNCITRAL Model Law, implemented through the Special ADR Rules. Courts are precluded
from reviewing the merits of the arbitral tribunal’s issues of fact or law, maintaining that
errors of fact or law are insufficient to invalidate an award.
–  **Available  Remedies**:  The Court  determined that  the correct  remedy against  RTC
decisions confirming, vacating, or modifying an arbitral award is through a petition for
review under Rule 19.12 of the Special ADR Rules, not an ordinary appeal via notice of
appeal which was what TEAM initially pursued.
– **Substantive Review by CA**: The Supreme Court found that the CA overstepped its
jurisdiction by reviewing the merits of the arbitral award, which contradicts state policy to
uphold the finality and binding nature of arbitration agreements.

Doctrine:
– **Finality of Arbitral Awards**: Judicial intervention in arbitration is limited to specific
grounds of misconduct or violation of procedural rules, establishing the principle that the
merits of arbitration awards are not subject to traditional forms of appeals.

Class Notes:
– **Grounds for Vacating Arbitral Awards** (Sec. 24 of RA 876):
– Award procured by corruption, fraud, or undue means.
– Evident partiality or corruption in arbitrators.
– Arbitrators exceeded their powers or did not make a mutual, final, and definite award.
– **Special ADR Rules** emphasize judicial restraint in reviewing arbitration awards to
prevent undermining the arbitration process.

Historical Background:
– The case underscores a significant aspect of Philippine arbitration law, particularly the
interplay of local statutes (RA No. 876 and RA No. 9285) and international best practices
(UNCITRAL Model Law), and the judiciary’s role in maintaining arbitration as a viable
alternative dispute resolution mechanism. Arbitrations have been reinforced with doctrines
ensuring  minimal  judicial  interference  in  alignment  with  global  arbitration  standards,
reflecting a marked policy shift towards respecting private arbitration’s autonomy.


