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CTA affirms dismissal of firm’s
appeal on wealth-sharing case
THE COURT of Tax Appeals 
(CTA) has affirmed its denial of 
CE Casecnan Water and Energy 
Co., Inc.’s appeal to cancel its 
supposed national wealth share 
worth P183.26 million in connec-
tion with the development of a 
multi-purpose resource delivery 
project from 2002 to 2008.

In a 12-page decision dated Sept. 
23 and made public on Sept. 28, the 
CTA full court ruled it did not have 
jurisdiction to hear the case.

“Although the original case 
heard in the lower court seems 
to pertain to the validity of an 
assessment, a simple perusal of 
the aforesaid assessment itself 
disclosed that it does not involve a 
tax dispute,” according to the rul-
ing penned by Associate Justice 
Maria Belen M. Ringpis-Liban.

Under the CTA’s rules, the tax 
court can exercise jurisdiction to 
review by appeal, the decisions, 
resolutions, or orders of lower 
courts in local tax cases.

The case stemmed from CE 
Casecnan’s agreement with the 
state-owned National Irrigation 
Administration that involves the 
development of an irrigation and 
power project in Pantabangan, 
Nueva Ecija and Alfonso Casta-
ñeda, Nueva Viscaya.

The CTA First Division ruled 
in 2020 that it did not have juris-
diction over the case since it did 
not involve a tax dispute.

In 2008, the treasurer of the 
Alfonso Castañeda municipality 

issued an assessment letter that 
demanded P183.26 million from 
the firm, as part of its national 
wealth share for the development 
of the irrigation and water deliv-
ery facility.

The official added that appro-
priate judicial remedies would be 
pursued if the municipality’s de-
mand was not met. The dams that 
supplied the water were located 
in Alfonso Castañeda.

The project sought to “harness 
the full potential” of the Panta-
bangan Dam and divert about 
801 million cubic meters of water 
from the Casecnan and Taan riv-
ers of Nueva Viscaya to the Panta-
bangan reservoir in Nueva Ecija, 
the CTA noted.

It would benefit several lo-
cal government units as power 
plants would be located in two 
provinces.

Under the Local Government 
Code of 1991, the national wealth 
share comes from the proceeds 
from projects developed by 
government-owned or controlled 
corporations.

In 2017, a Nueva Viscaya trial 
court canceled the treasurer’s as-
sessment as it ruled CE Casecnan 
is not a state-owned corporation.

“Accordingly, the court en banc 
shall no longer discuss the other 
issues raised by petitioner (CE 
Casecnan) since the CTA has no 
jurisdiction over the subject mat-
ter of the case,” said the tax court. 
— John Victor D. Ordoñez

SEC sets rules 
on arbitration 
within firms
THE SECURITIES and Exchange 
Commission (SEC) has issued 
guidelines that will allow corpo-
rations to resolve intra-corporate 
disputes through arbitration 
without going to court.

“The commission on Septem-
ber 19 issued SEC Memorandum 
Circular No. 8, Series of 2022, 
which provides for the guidelines 
on arbitration of intra-corporate 
disputes for corporations,” SEC 
said in a press release on Thursday.

“The guidelines operationalize 
Section 181 of Republic Act No. 
11232, or the Revised Corporation 
Code of the Philippines (RCC), 
which states that an arbitration 
agreement may be provided in the 
articles of incorporation or by-
laws of a corporation,” SEC added.

Section 181 of the RCC pro-
vides that an arbitration agree-
ment may be provided in the ar-
ticles of incorporation or by-laws 
of a corporation.

The guidelines provide the 
minimum provisions of the arbi-
tration agreement that a corpo-
ration may execute, the place of 
arbitration, the procedure for the 
appointment of arbitrators, the 
composition and powers of the 
arbitral tribunal, and disclosure 
requirements, among others.

The rules define arbitration 
as a voluntary dispute resolution 
process in which arbitrators, ap-
pointed or in accordance with the 
rules, resolve a dispute by render-
ing an award.

According to the guidelines, a 
domestic corporation may pro-
vide an arbitration agreement in 
its articles of incorporation or by-
laws or in a separate agreement.

The agreement must state the 
number of arbitrators, the des-
ignated independent third party, 
the procedure for the appoint-
ment of the arbitrator or arbitra-
tors, and the period within which 
they should be appointed.

The guidelines state that 
“disputes that involve criminal 
offenses and interests of third 
parties shall be excluded from 
arbitration.”

The SEC said that when an 
intra-corporate dispute is filed 
with a regional trial court despite 
the adoption of an arbitration 
agreement, “the court shall act in 
accordance with the rules of pro-

cedure that the Supreme Court 
may promulgate to implement 
Section 181 of the RCC.”

The place of arbitration is pre-
sumed to be in the Philippines 
unless stated otherwise or under 
a relevant law if it is outside the 
country.

“Prior to arbitration, parties 
must comply with alternative 
forms of dispute resolution, such 
as negotiation or mediation, 
as prescribed under the agree-
ment,” it said.

The arbitration will proceed 
after a designated independent 
party has appointed arbitrators. 
However, the SEC may appoint 
should the parties fail to appoint 
the arbitrators as specified in the 
arbitration agreement.

The guidelines provide that 
the arbitrators must be accred-
ited by the Office for Alternative 
Dispute Resolution under the 
Department of Justice or the SEC 
or by organizations accredited by 
any of the two.

“A person who has been ap-
proached for his or her possible 
appointment as an arbitrator 
shall disclose any circumstances 
likely to give rise to justifiable 
doubts as to his or her impartial-
ity or independence to the case,” 
the SEC rules said.

However, arbitrators may 
be challenged should there be 
doubts about their impartiality or 
independence.

The arbitral tribunal has the 
power to rule on its own jurisdic-
tion and arbitration agreement 
and has the power to grant the 
necessary interim measures “to 
ensure enforcement of the award, 
prevent a miscarriage of justice, 
or otherwise protect the rights of 
the parties.”

“Interim measures include 
preliminary injunction directed 
against a party to arbitration and 
preliminary attachment against 
property or garnishment of 
funds in the custody of a bank or 
third person, among others,” the 
SEC added.

Under Section 181 of the RCC, 
the final arbitral award is consid-
ered a commercial arbitration 
award and will be executed in ac-
cordance with the rules of proce-
dure promulgated by the Supreme 
Court. — Justine Irish D. Tabile


