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SINGH, J.:

Thisis a Petition for Review on Certiorari[1] filed under Rule 19(E) of the Special Rules of Court on Alternative
Dispute Resolution (Special ADR Rules)[2] by the Department of Budget and Management (DBM) and the
Department of Budget and Management-Procurement Service (DBM-PS) of the Decision,[3] dated March 10,
2022, and the Resolution,[4] dated November 25, 2022, of the Court of Appeals (CA) in CA-G.R. SP No. 165569.
The CA affirmed the Orders, dated July 12, 2019,[5] and March 13, 2020,[6] of Branch 157, Regional Trial
Court, Pasig City (RTC), which granted the Petition for Confirmation of the Final Award,[7] dated November 23,
2018, rendered by the Arbitral Tribunal, which essentially ruled in favor of the Joint Venture (V) of Omniprime
Marketing, Inc., 2Interact Middle East FZ-LL C, and Heitech Padu Berhad.

The Facts

In 2013, the DBM rolled out the National Payroll System (Project), which aimed to reform the payroll system of
the government to facilitate the quick and efficient processing of salaries and benefits of government
employees.[8] The project is a completely electronic system that will cover all payroll-related activities, including
the distribution of monthly salaries, remittances of socia security and health insurance contributions, and the
withholding of taxes.[9]

The Project underwent public bidding to solicit proposals responsive to the requirements of the government. The
DBM-PS conducted the procurement process.[10] In response to the Request for Expression of Interest published
by the DBM-PS, the respondents entered into a Joint Venture Agreement on March 28, 2014.[11]

After bid evaluation and post-qualification, the DBM-PS issued a Notice of Award to the V. On May 21, 2014,
the parties entered into a Contract Agreement[12] for the "Configuration, Installation, Integration, Data Migration
and Training for a Government Human Resource Information System/National Payroll System (GHS/NPS) under
Public Bidding No. 13-192." Included in the Contract Agreement is a Milestones Schedule, which mapped out
how payment to the JV will be made based on the accomplishment of certain payment milestones. The contract
price was PHP 348 million.[13]

In May 2014, the parties executed a Supplementary Agreement to revise some provisions of the Contract
Agreement.[14] Then, on June 4, 2014, the DBM-PS issued the Notice to Proceed to the JV.

The DBM-PS formed the Comprehensive Human Resource Information System (CHRIS) Team to work with the
JV. However, in a letter, dated May 15, 2015, the JV notified DBM-PS regarding severa delays in the
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implementation of the Project, such as the lack of data from the CHRIS Team and difficulty in the interpretation
of payroll policies. The JV maintained that it was ready and willing to move forward with the execution of the
Project.[15]

In another letter, dated June 29, 2015, the JV recognized the delay in the implementation of the Project, but
reasoned out that such was beyond its control. The JV claimed that the Terms of Reference (TOR) of the Project
was vague since it did not contain details on the payroll policies of the government agencies covered.[16]

The DBM-PS issued aletter, dated October 5, 2015, demanding that the JV faithfully comply with its obligations
under the Contract Agreement. The DBM-PS stated that the JV failed to deploy a full team of personnel as
required under the Contract Agreement, and lacked significant progress in project implementation. The DBM-PS
gave the JV seven daysto comply with its obligations, otherwise it would consider the Project abandoned.[17]

The JV sent a letter, dated October 8, 2015, where it stressed that the presence of key personnel that the CHRIS
Team demanded was superfluous and a waste of resources considering that the Project’s office in the DBM has
yet to be constructed, and that such personnel could ably perform their duties from abroad.[18] In a follow-up
letter, dated November 12, 2015, the JV requested for a meeting with the DBM-PS to iron out the issues
concerning the implementation of the Project.[19]

However, on November 24, 2015, the DBM-PS issued a Notice to Terminate based on the following: (a) failure of
the JV to deploy al 10 required personnel and five senior members of the Project Team to be on site for the
duration of the initial project implementation; and (b) violation of provisions of the Contract Agreement
prohibiting any software development or customization. The Notice then directed the JV to submit a position
paper to show cause why the contract should not be terminated.[20]

On December 2, 2015, the JV submitted its Verified Position Paper, which addressed the findings contained in the
Notice to Terminate and demanded that any dispute be amicably settled by the parties.[21]

The DBM-PS issued an Order of Termination, dated January 26, 2016, which cancelled the Contract Agreement
based on the two grounds mentioned. The Order aso imposed on the JV the penalty of suspension from
participating in public bidding of the DBM-PS for one year, and forfeiture of the performance security in the
amount of PHP 104.4 million.

On February 3, 2016, the JV sent to the DBM-PS its Formal Demand seeking to refer the dispute to arbitration. In
the same document, the JV stated that it appointed Engineer Salvador Recepcion as its nominee in the Arbitral
Tribunal. It aso demanded the DBM-PS to appoint its nominee not later than 15 days from receipt thereof, and
for both parties to name the third nominee.[22]

On March 1, 2016, the DBM-PS sent a letter rejecting the JV's demand to refer the dispute to arbitration since the
arbitration clause is permissive and not mandatory in nature. The DBM-PS reasoned out that the law allows the
termination of the contract when the supplier defaults in its compliance with or substantially breaches the terms
and conditions of the contract.[23]

Since the DBM-PS failed to appoint its nominee to the Arbitral Tribunal, the JV sent a letter, dated March 21,
2016, to the National President of the Integrated Bar of the Philippines (IBP) requesting for the appointment of
the second and third members of the Arbitral Tribunal.[24] Thereafter, Atty. Salvador S. Panga, Jr. was appointed
as the second arbitrator for the DBM-PS.[25]

However, before the constitution of the Arbitral Tribunal, the JV filed with the RTC, on May 3, 2016, a Petition
for Interim Measure of Protection, which sought to enjoin the DBM-PS from enforcing its Order of Termination

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 2 of 16
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



BATAS.org - Philippine Law Library G.R. No. 265163, November 10, 2025

and the blacklisting of the JV from participating in the bidding of all government projects.[26]

In the Order, dated July 4, 2016, the RTC granted the interim measure of protection.[27] The DBM-PS moved for
reconsideration but it was denied. The DBM-PS elevated that case to this Court, but it was dismissed in the
Resolution, dated February 27, 2017.[28]

Then, the JV requested the IBP National President to appoint the third member of the Arbitral Tribunal.[29] In the
meeting on July 18, 2017, which was presided by the IBP National President and attended by representatives from
the DBM-PS and the JV, the parties agreed to appoint Atty. Victor C. Fernandez (Atty. Fernandez) as the third
member of the Arbitral Tribunal.[30]

Thereafter, arbitration proceedings ensued.
The Ruling of the Arbitral Tribunal

In the Final Award, dated November 23, 2018, the Arbitral Tribuna ruled mostly in favor of the JV. The
dispositive portion of the said Award reads, as follows:

WHEREFORE, after considering the submissiong/pleadings and the evidence presented by the parties, the
Tribunal, in full and final resolution of the issues submitted for determination in this arbitration, hereby: -

1. Denies Claimant's prayer (i) to revoke Respondent's Order of Termination; (ii) to allow Claimant to proceed
with the Contract; and (iii) for actual damages.

2. Directs Respondent to pay Claimant [PHP 80,000,000.00] for works completed before contract termination
that have remained unpaid.

3. Denies the claims for moral damages and attorney's fees.
4. Directs Respondent to pay Claimant [PHP 200,000.00] as temperate damages for the contract termination.

5. Directs the arbitrators' fees and costs of arbitration shall be equally apportioned between the parties and
considering that Claimant had earlier advanced these amounts, directs Respondent to reimburse Claimant the
total sum of [PHP 2,575,000.00], broken down as follows: [PHP 2,475,000.00] as arbitrators fees and [PHP
100,00.00] as administrative fees.

6. Directs Respondent to pay legal interest at the rate of 6% per annum on all amounts awarded, counted from
the date of the Award.

Any and all claims not addressed in this Final Award are hereby denied.
SO ORDERED.[31] (Emphasisin the original)

The Arbitral Tribunal held that the State waived it sovereign immunity when it expressly stipulated in the
Contract Agreement that the parties should settle disputes through arbitration.[32]

The Tribunal also held that, contrary to the claim of the DBM-PS, the Contract Agreement merely required the JV
to deploy five senior members of the Project Team on site on a full-time basis, and while the TOR identified 10
other key personnel, they were only required to be made available during the implementation period without all of
them being required to be physically present on site.[33]

The DBM-PS insisted on certain modifications to the program being developed by the JV. Thus, it became
necessary for the JV to perform numerous customizations on its software to accommodate the DBM-PS' demands.
The Arbitral Tribunal found that the DBM-PS actually wanted a specially-designed system where al government
requirements, policies and specifics are incorporated and automated. Thus, it held that the DBM-PS was unable to
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define and limit the deliverables so as to alow the JV to perform its obligations under the Contract
Agreement.[34]

Based on the testimonies of witnesses presented before the Arbitral Tribunal, it was found that no sufficient
arrangements were made by the DBM-PS to alow the JV's Project Team to work with basic provisions, such as
fast internet access, airconditioned office facilities and a quiet private space.[35]

The Arbitral Tribunal ruled that, based on the evidence offered during arbitration, the JV was able to complete
certain payment milestones entitling it to the payment of PHP 180 million. Of this amount, PHP 100 million has
been paid to the JV. Consequently, the unpaid balance stands at PHP 80 million consisting of PHP 10 million for
the milestone representing the successful validation of the software over two pay periods, and PHP 70 million for
the milestone representing the software license payment for the second year.[ 36]

Lastly, the Arbitral Tribunal held that the Order of Termination was improperly issued by the DBM-PS. However,
given the circumstances of the case, and in light of the severely damaged relationship between the parties, the
Arbitral Tribunal was not convinced that the JV would be in a position to timely and completely perform its
obligationsin the Contract Agreement.[37]

On March 11, 2019, the JV filed a Petition for Confirmation of Arbitral Award (With Motion for Execution)
before the RTC.[38] The DBM-PS filed two Mations for extension of time to file an Answer or responsive
pleading, which were opposed by the JV for being a prohibited pleading under the Special ADR Rules.[39]
Subsequently, the DBM-PS filed its Opposition to the Petition for Confirmation.[40]

The Ruling of the RTC

In the Order, dated July 12, 2019, the RTC ruled in favor of the JV. The dispositive portion of the said Order
reads, as follows:

WHEREFORE, premises considered, the Court hereby resolves as follows:

- Respondent's Motion for Further Extension of Time is hereby denied and deems the respondent as having
waived its submission of any responsive pleading to the Petition; and

- GRANT the Petition for Confirmation of Arbitral Award [With Motion for Execution][,] dated March 11,
2019.

Accordingly, let a Writ of Execution issue implementing the Final Award[,] dated November 23, 2018, which
is quoted below:

Furnish the parties copies of this[O]rder.

SO ORDERED.[41] (Emphasisin the original)

The RTC held that the Special ADR Rules are clear that a motion for extension of time is a prohibited pleading,
except where an ex parte temporary order of protection has been issued. Moreover, this motion must have been
verified. Thus, the RTC did not consider the Opposition filed by the DBM-PS and expunged it from the records.
But even if such Opposition was taken into account, the RTC would still rule in favor of the V. In gist, the RTC
held that the DBM-PS failed to raise any valid grounds under the Special ADR Rules that would empower the
RTC to vacate the Final Award.[42]

The DBM-PS filed a Motion for Reconsideration,[43] which was denied by the RTC in the Order, dated March
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13, 2020. The RTC had earlier issued awrit of execution on July 25, 2019.[44]
The DBM-PS, together with the DBM, filed a Petition for Review[45] with the CA.
The Ruling of the CA

In the assailed Decision, dated March 10, 2022, the CA ruled in favor of the JV. The fallo of the CA Decision
reads, as follows:

WHEREFORE, the petition is DENIED. The Orderg[,] dated 12 July 2019 and 13 March 2020[,] of [Branch
157,] Regional Trial Court,[] of Pasig City are hereby AFFIRMED.

SO ORDERED.[46] (Emphasisin the original)

The CA held that the Contract Agreement explicitly require arbitration in the settlement of disputes concerning
the implementation of the Project. Thus, the propriety of the DBM-PS termination of the Contract Agreement is a
dispute that falls within the scope of the arbitration clause.[47]

The CA found that the DBM-PS did not assail the validity and enforceability of the arbitration clause. Thus, it
cannot conveniently escape arbitration by invoking the State's sovereign immunity from suit and by insisting that
the termination of the Contract Agreement is not an arbitrable dispute.[48]

The CA held that the Arbitral Tribunal had jurisdiction over the case. Resort to arbitration was obligatory under
the Contract Agreement. While the DBM-PS initially rejected the JV's Formal Demand to refer the dispute to
arbitration, it nonetheless attended the meeting presided by the IBP National President for the purpose of
constituting the Arbitral Tribunal. More specifically, the DBM-PS agreed that Atty. Fernandez shall be appointed
as the third arbitrator and act as Chairperson of the Arbitral Tribunal. Thereafter, the DBM-PS actively
participated in the proceedings by filing several pleadings and presenting evidence.[49]

The CA ruled that the DBM-PS' contentions regarding the delay alegedly committed by the JV in the
performance of its obligations under the Contract Agreement, and the supposed vagueness in the TOR that made
it difficult for the JV to comply with its deliverables, are questions of fact that necessitate the reexamination of the
evidence presented by the parties before the Arbitral Tribunal. However, these grounds are not valid in vacating
an arbitral award under the Special ADR Rules.[50]

Contrary to the DBM-PS argument that primary jurisdiction over money claims lies with the Commission on
Audit (COA), the CA held that there is nothing in the Constitution and statute that expressly grants the COA
original and exclusive jurisdiction over money claims. The Arbitral Tribunal had jurisdiction to grant the money
awards in favor of the JV, and the COA's jurisdiction in approving money claims against the government is only
akin to the power of an execution court.[51]

Thus, the DBM and the DBM-PS filed the present Petition.

The Issues

Theissuesfor resolution are:

First, did the Arbitral Tribunal acquire jurisdiction over the dispute?

Second, did the DBM-PS validly terminate the Contract Agreement between it and the JV?

Finaly, did the CA err in affirming the monetary awards granted by the Arbitral Tribunal in favor of the JV?
The Ruling of the Court
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The Court finds the Petition bereft of merit.

The Arbitral Tribunal has jurisdiction over the dispute; the COA has primary but not exclusive jurisdiction over
money claims against the government

The DBM and the DBM-PS assert that the Arbitral Tribuna did not acquire jurisdiction over the controversy.
They claim that they did not consent to the arbitration of the case because the JV failed to comply with the form
and substance of a demand for arbitration, and that they refused to refer the case to arbitration.[52] Likewise, the
DBM and the DBM-PS argue that the primary jurisdiction over the money claim against them must be lodged
with the COA and not with the Arbitral Tribunal.[53]

These arguments are specious.

Arbitration is statutorily defined as "a voluntary dispute resolution process in which one or more arbitrators,
appointed in accordance with the agreement of the parties, or rules promulgated pursuant to [the Alternative
Dispute Resolution Act] resolve a dispute by rendering an award."[54] Although adversarial in character,
arbitration is not technically litigation but a voluntary process consented to by the parties effected through an
arbitration agreement that pre-existed the dispute or subsequently agreed upon.[55]

The arbitration agreement is the product of the autonomy of the parties who consented to have their disputes
resolved through such process. "Arbitration agreements manifest not only the desire of the parties in conflict for
the expeditious resolution of their dispute. They also represent, if not more so, the parties mutual aspiration to
achieve such resolution outside of judicia auspices, in a more informal and less antagonistic environment under
the terms of their choosing."[56]

Arbitration agreements may be classified as permissive or restrictive. In the recent case of Poro Point
Management Corporation v. Bulk Handler's, Inc.,[57] the Court described a permissive arbitration agreement as
one that "does not mandate that all disputes regarding the enforcement or implementation of the [contract] must
be submitted to arbitration to the exclusion of all other recourses including judicial remedies."[58]

Conversely, arestrictive arbitration agreement is one that limits the choice of the parties to the agreed upon mode
of dispute settlement. Although an agreement that requires the parties to refer the dispute to arbitrators and to
them alone is contrary to public policy as it ousts the courts of their statutorily granted jurisdiction, a stipulation
that mandates the parties to refer the dispute to arbitration first before taking court action is nevertheless valid and
actually constitutes a condition precedent.[59]

Here, the component documents constituting the Contract Agreement entered into by the DBM-PS and the JV,
namely the General Conditions of Contract (GCC), Special Conditions of Contract (SCC), and the applicable
provisions of the TOR, al show that a restrictive arbitration agreement was stipulated on which requires the
parties to first resort to arbitration for the settlement of their disputes.

Clause 34 of the GCC provides:
34.

Dispute Settlement

34.1

If any dispute or difference of any kind whatsoever shall arise between the Parties in connection with the
implementation of this Contract, the Parties shall make every effort to resolve amicably such dispute or
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difference by mutual consultation.

34.2

Any and al disputes arising from the implementation of this Contract shall be submitted to arbitration in
accordance with the rules of procedure specified in the SCC.[60] (Emphasis supplied)

Meanwhile, Clause 34.2 of the SCC reads as follows:
34.2

Any and al disputes arising from the implementation of this contract shall be submitted to arbitration in the
Philippines according to the provisions of Republic Acts 876 and 9285, as required in Section 59 of the IRR of
RA 9184.[61]

Finally, the Clause 11 of the Other Provisions of the TOR provides:
11.

Arbitration. Any violation of the provisions of this Agreement shall be resolved by the DBM and the software
provider via proper discussion, mediation, negotiations and similar other peaceful, cooperative and synergistic
means. The DBM and the software provider shall not take any legal action in any court of law of the Republic
of the Philippines until al extrajudicial remedies have been exhausted. After the exhaustion of administrative
remedies, the dispute or controversy shall be referred to an arbitration committee prior to any litigation in court
where one member of said arbitration committee shall be appointed by the DBM, the other by the software
provider, and a third party to be designated by both agencies concerned. The place of arbitration shall be
designated by the arbitration committee.

In cases of failure of the arbitration committee to settle any dispute controversy or claim which necessitates
resorting to litigation, the DBM and the software provider hereby agree to submit themselves to the jurisdiction
of acourt of law.[62] (Emphasis supplied)

Itisarulein contract interpretation that the various stipulations in the contract should be interpreted together.[63]
Indeed, contract provisions "must not be viewed in isolation, but must be harmonized with each other so asto give
effect and meaning to the entire contract."[64]

To the Court's mind, there is no other reasonable conclusion than that the parties to the Contract Agreement
intended to exclusively refer disputes to arbitration prior to court action. Only when arbitration fails can the
parties invoke the jurisdiction of the regular courts. In other words, it is compulsory for the parties to settle, after
exhaustion of administrative remedies, controversies through arbitration before there can be court action. The
restrictive nature of the arbitration clause found in the component documents of the Contract Agreement all
connote one thing—that arbitration is the primary mode of dispute settlement consented to by the parties.

In fact, referral of disputes to arbitration is not only contractually required, but is also statutorily mandated.
Section 59 of Republic Act No. 9184[65] provides:

SEC. 59. Arbitration. — Any and all disputes arising from the implementation of a contract covered by this Act
shall be submitted to arbitration in the Philippines according to the provisions of Republic Act No. 876,
otherwise known as the "Arbitration Law": Provided, however, That, disputes that are within the competence
of the Construction Industry Arbitration Commission to resolve shall be referred thereto. The process of
arbitration shall be incorporated as a provision in the contract that will be executed pursuant to the provisions
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of this Act: Provided, That by mutual agreement, the parties may agree in writing to resort to alternative modes
of dispute resolution.

This mandate to refer disagreements between the government and a private supplier to arbitration, even if not
spelled out explicitly in dispute resolution clauses, "form part of, and are read into contracts."[66]

Thus, the arbitration agreement shall be liberally construed in favor of proceeding to arbitration considering the
statutory instruction under Section 59 of Republic Act No. 9184 and the Court's policy of favoring party
autonomy in the resolution of disputes.[67] It iswithin this framework that the Court resolves the issues raised by
the DBM and DBM-PS with the end in view of promoting the arbitration process.

The DBM and the DBM-PS contend that the JV failed to comply with the formal requirements of referring a
dispute to arbitration. They cite Section 5(a) of Republic Act No. 876, which requires that when the contract
between the parties call for the appointment of three arbitrators, the demand to arbitrate shall: (a) name the
arbitrator appointed by the party making the demand, and (b) require that the party upon whom the demand is
made shall name his appointed arbitrator within 15 days from notice.[68] In the Order of Termination, dated
January 26, 2016, it was stated that:

A final note on the matter of arbitration. We have reviewed the entire records on file. Pursuant to GCC Clause
3[4], SCC Clause 34.2 and Other Provisions paragraph 11, an Arbitration Committee of the three [arbitrators]
shall be formed to settle any disputes including grounds for termination. However, pursuant to RA 876 and RA
9285, the party seeking arbitration should have sent a Notice naming its Arbitrator and at the same time
regquesting the other party to name its arbitrator within 15 days, and for both arbitrators to agree on a third
arbitrator. Since the records do not show that such procedure was complied with, we do not deem that a proper
reguest for arbitration was initiated.[69]

Contrary to this conclusion by the DBM-PS, the Arbitral Tribunal found that the Formal Demand sent by the JvV
on February 3, 2016 constituted the demand that complied with the requirements of the law. The Arbitral Tribunal
found that:

In the same Forma Demand, petitioner Joint Venture named ENGR. SALVADOR RECEPCION as its
nominee in the three-member Arbitration Committee provided under Paragraph 11 of the Section on "Other
Provisions' of the TOR. It aso demanded that respondent DBM-PS appoint its member of the Arbitration
Committee not later than fifteen (15) days from receipt thereof and for both parties to name the third member
of the Arbitration Committee.[ 70] (Emphasisin the original)

It has been held that findings of fact are binding on the parties in an arbitration proceeding since the arbitral
tribunal operates through contractual consent.[71] Here, the Formal Demand sent by the JV complied with the
requirements of Section 5(a) of Republic Act No. 876, i.e., it named its nominee to the arbitration panel and
requested the DBM-PS to name its own nominee within 15 days from receipt of such Demand. This finding of
fact by the Arbitral Tribunal, which was confirmed by the CA, belies the contention of the DBM and the DBM-PS
that no compliant demand to arbitrate was sent by the JV.

To note, it is only logical that the DBM-PS Order of Termination precede the Forma Demand sent by the JV.
The question of whether the DBM-PS validly terminated the Contract Agreement is an arbitrable dispute. Thus, it
necessarily follows that the Formal Demand would be sent by the JV after the Order of Termination was issued by
the DBM-PS. The latter cannot now claim that the Arbitral Tribunal lacked jurisdiction just because it decided to
unilaterally reject the JV's request to arbitrate.

The CA was correct when it held that the DBM and the DBM-PS had effectively acquiesced to arbitration. In
Umbao v. Yap,[72] the Court ruled that the parties' act of naming the arbitrator precludes them from questioning
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the latter's authority. Here, while the DBM-PS initialy rejected the JV's Forma Demand to arbitrate, it
nonetheless attended the meeting presided by the IBP National President on July 18, 2017 for the purpose of
organizing the Arbitral Tribunal, particularly for the nomination of the jointly appointed third arbitrator.[73] This
is a clear indication that the DBM-PS consented to arbitration and submitted itself to the jurisdiction of the
Arbitral Tribunal notwithstanding its insistence that its appearance before the arbitration proceedings was only ad
cautelam.

The DBM and the DBM-PS further contend that the payments they are being ordered to make to the JV are
money claims against the government which are under the primary jurisdiction of the COA. They maintain that
the Arbitral Tribunal does not have jurisdiction to grant such monetary awards.

The Court has resolved thisissue in Taisei Shimizu Joint Venture v. Commission on Audit,[74] where it was held
that the COA's primary jurisdiction over money claims due from the government does not preclude the exercise of
jurisdiction over the same subject matter by another adjudicatory body, tribunal, or court, which includes
arbitration committees.[75] On this score, the Court categorized the two types of money claims that may be
brought before the COA: (a) money claims originally filed with the COA or those liquidated claims determined
from vouchers, invoices and other accounting records; and (b) money claims which arise from a fina and
executory judgment of a court or tribunal.[ 76]

The nature of the money claim here falls under the second type. The issue of whether the JV is entitled to receive
the unpaid milestone payments is a proper subject of arbitration under the Contract Agreement. Thus, it is the
Arbitral Tribunal that has jurisdiction to decide such dispute. Once jurisdiction to decide the claim is validly
acquired by a court or adjudicative body, the latter exercises and retains jurisdiction over the subject matter to the
exclusion of all other courts or bodies including the COA. In the words of the Court in Taisei Shimizu, the COA
"cannot interfere with the findings of a court or an adjudicative body that decided an unliquidated money claim
involving issues requiring the exercise of judicial functions or specialized knowledge and expertise which the
COA does not have in thefirst place."[77]

Thus, the Court finds that the Arbitral Tribunal has jurisdiction over the dispute in question.

The propriety of the termination of the Contract Agreement and the monetary awards granted to the JV are issues
which the Court cannot review under the Special ADR Rules

The DBM and the DBM-PS argue that the CA erred in affirming the Arbitral Tribunal's monetary awards despite
the finding that the termination of the contract was valid and justified. They also aver that the CA erred in
affirming the said monetary awards which are contrary to law and policy since the DBM-PS did not receive or
accept the supposed works completed by the JV, which resulted in substantial prejudice to the government.

Preliminarily, and without going into the substance, the Court notes that the arguments proffered by the DBM and
the DBM-PS go into the merits of the Arbitral Tribunal's decision. "Merits' is defined as "a matter of substance in
law as distinguished from matter of form, and as the real or substantial grounds of action or defense, in
contradistinction to some technical or collateral matter raised in the course of the suit."[78] Here, the DBM and
the DBM-PS question the legal and factual basis of the monetary awards granted to the JV, which require the
reevaluation of the evidence submitted before the Arbitral Tribunal and the reconsideration of the claims and
defenses of the parties.

However, under the current legal framework governing ADR, which includes Republic Act No. 876 or the
Arbitration Law, Republic Act No. 9285 or the ADR Act of 2004, and the Special ADR Rules, the review power
of the courtsis limited and may only be invoked in certain circumstances.
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Rule 19.36 of the Special ADR Rules provide that this Court's review of an appeal by certiorari is merely
discretionary and should raise the grounds listed therein. The Rule reads as follows:

RULE 19.36. Review discretionary. — A review by the Supreme Court is not a matter of right, but of sound
judicial discretion, which will be granted only for serious and compelling reasons resulting in grave prejudice
to the aggrieved party. The following, while neither controlling nor fully measuring the court's discretion,
indicate the serious and compelling, and necessarily, restrictive nature of the grounds that will warrant the
exercise of the Supreme Court's discretionary powers, when the Court of Appeals:

a. Failed to apply the applicable standard or test for judicial review prescribed in these Special ADR Rulesin
arriving at its decision resulting in substantial prejudice to the aggrieved party;

b. Erred in upholding a final order or decision despite the lack of jurisdiction of the court that rendered such
final order or decision;

c. Failed to apply any provision, principle, policy or rule contained in these Special ADR Rules resulting in
substantial prejudice to the aggrieved party; and

d. Committed an error so egregious and harmful to a party as to amount to an undeniable excess of jurisdiction.

The mere fact that the petitioner disagrees with the Court of Appeals determination of questions of fact; of law
or both questions of fact and law, shall not warrant the exercise of the Supreme Court's discretionary power.
The error imputed to the Court of Appeals must be grounded upon any of the above prescribed grounds for
review or be closely analogous thereto.

A mere general alegation that the Court of Appeals has committed serious and substantial error or that it has
acted with grave abuse of discretion resulting in substantial prejudice to the petitioner without indicating with
specificity the nature of such error or abuse of discretion and the serious prejudice suffered by the petitioner on
account thereof shall constitute sufficient ground for the Supreme Court to dismiss outright the petition.
(Emphasis supplied)

Thus, if a petition for review on certiorari filed under the Special ADR Rules does not raise issues that fall under
the enumeration in Rule 19.36 or errors analogous thereto, the Court is empowered to dismiss the petition. Even if
such issues are raised, but they are mere genera allegations that the CA committed errors or acted with grave
abuse of discretion, such will not trigger the exercise by the Court of its review power. As further provided in
Rule 19.7 of the Special ADR Rules, an arbitral judgment is not subject to appeal or even a petition for certiorari,
thus:

RULE 19.7. No appeal or certiorari on the merits of an arbitral award. — An agreement to refer a dispute to
arbitration shall mean that the arbitral award shall be final and binding. Consequently, a party to an arbitration
is precluded from filing an appeal or a petition for certiorari questioning the merits of an arbitral award.

Additionally, Rule 19.10 of the Special ADR Rules reads as follows:

RULE 19.10. Rule on judicial review on arbitration in the Philippines. — As a general rule, the court can only
vacate or set aside the decision of an arbitral tribunal upon a clear showing that the award suffers from any of
the infirmities or grounds for vacating an arbitral award under Section 24 of Republic Act No. 876 or under
Rule 34 of the Model Law in adomestic arbitration, or for setting aside an award in an international arbitration
under Article 34 of the Model Law, or for such other grounds provided under these Specia Rules.

If the Regional Trial Court is asked to set aside an arbitral award in a domestic or international arbitration on
any ground other than those provided in the Special ADR Rules, the court shall entertain such ground for the
setting aside or non-recognition of the arbitral award only if the same amounts to a violation of public policy.
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The court shall not set aside or vacate the award of the arbitral tribunal merely on the ground that the arbitral
tribunal committed errors of fact, or of law, or of fact and law, as the court cannot substitute its judgment for
that of the arbitral tribunal. (Emphasis supplied)

The stringent formulation in the abovementioned Rules is in line with the legal framework governing ADR.
Section 2 of Republic Act No. 9285 declares it a State policy to "actively promote party autonomy in the
resolution of disputes or the freedom of the party to make their own arrangements to resolve their disputes."[79]
Relatedly, the second paragraph of Rule 2.1 of the Special ADR Rules states that the "[c]ourts shall intervene only
in the cases allowed by law or [the] Speciad ADR Rules."[80] Thus, "judicial interference is actively restrained
under the Special ADR Rules for arbitration to be a true alternative dispute resolution mechanism, and not merely
an added preliminary step to judicial resolution.”[81]

Thus, the issues raised in the Petition are, aside from the question on the Arbitral Tribunal's jurisdiction, clear
guestions that go into the merits of the case. For one, it would require the reexamination of the evidence presented
before the Arbitral Tribuna for the Court to rule on whether the DBM-PS validly terminated the Contract
Agreement with the JV. For another, the mere characterization by the DBM and DBM-PS that the monetary
awards are "contrary to law and public policy” is not a magic wand that would enable the Court to exercise its
review power. A perusal of the Petition shows that the arguments of the DBM and DBM-PS involve the propriety
of such awards; their claim is centered on the argument that the supposed works the JV has completed were
neither received nor accepted by the DBM-PS and that the payment to the JV of the unpaid balance,
notwithstanding that nothing came out of the whole Project, would be disadvantageous to the government. These
are, at the risk of being repetitive, factual and legal questions that the Court is not empowered to review under the
Special ADR Rules.

The Court will not, even in passing, rule on the substance of this case. To do so would defeat the purpose of
arbitration and run counter to the policy enunciated in the Special ADR Rules. As the Court held in Fruehauf
Electronics Philippines Corporation v. Technology Electronics Assembly and Management Pacific
Corporation:[82]

We have deliberately refrained from passing upon the merits of the arbitral award - not because the award was
erroneous but because it would be improper. None of the grounds to vacate an arbitral award are present in this
case and as aready established, the merits of the award cannot be reviewed by the courts.

Our refusal to review the award is not a simple matter of putting procedural technicalities over the substantive
merits of a case; it goes into the very legal substance of the issues. There is no law granting the judiciary
authority to review the merits of an arbitral award. If we were to insist on reviewing the correctness of the
award [...], it would be tantamount to expanding our jurisdiction without the benefit of legislation. This
trandates to judicial legislation—a breach of the fundamental principle of separation of powers.[83]

Notwithstanding that the amount involved in this dispute is substantial, and the Project is of national importance
as it covered the human resource and payroll system of the entire government, the Court is constrained to uphold
the primacy of the arbitration process, which includes the judgment of the Arbitral Tribunal. Thus, "[w]hether or
not the arbitral tribunal correctly passed upon the issues is irrelevant. Regardless of the amount, of the sum
involved in a case, a simple error of law remains a simple error of law. Courts are precluded from revising the
award in a particular way, revisiting the tribuna's findings of fact or conclusions of law, or otherwise encroaching
upon the independence of an arbitral tribunal."[84]

In sum, the Court finds no reason to disturb the CA Decision. No ground to vacate the arbitral award has been
proven by the DBM and DBM-PS. Thus, it was proper for the RTC to confirm the Final Award rendered by the
Arbitral Tribunal.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 11 of 16
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



BATAS.org - Philippine Law Library G.R. No. 265163, November 10, 2025

ACCORDINGLY, the Petition is DENIED. The Decision, dated March 10, 2022, and the Resolution, dated
November 25, 2022, of the Court of Appeasin CA-G.R. SP No. 165569 are AFFIRMED.

SO ORDERED.

Hernando,[*] Inting,[*][*] Gaerlan, and Dimaampao, JJ., concur.

[*] Designated as additional Member vice Caguioa, J., per Raffle, dated April 5, 2023.

[*1[*] Designated as Acting Chairperson in view of inhibition of Associate Justice Alfredo Benjamin S. Caguioa.
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