REPUBLIC ACT NO. 876

AN ACT TO AUTHORIZE THE MAKING OF ARBITRATION AND SUBMISSION
AGREEMENTS, TO PROVIDE FOR THE APPOINTMENT OF ARBITRATORS
AND THE PROCEDURE FOR ARBITRATION IN CIVIL CONTROVERSIES, AND
FOR OTHER PURPOSES

Section 1. Short Title. - This Act shall be knovan"@he Arbitration Law."

Section 2. Persons and matters subject to arloitratiTwo or more persons or parties may
submit to the arbitration of one or more arbitratany controversy existing between them at
the time of the submission and which may be thgestibf an action, or the parties to any
contract may in such contract agree to settle bigration a controversy thereafter arising
between them. Such submission or contract shalabé, enforceable and irrevocable, save
upon such grounds as exist at law for the revocaifany contract.

Such submission or contract may include questimingrout of valuations, appraisals or
other controversies which may be collateral, inotdk precedent or subsequent to any issue
between the parties.

A controversy cannot be arbitrated where one op#réies to the controversy is an infant, or
a person judicially declared to be incompetentessithe appropriate court having
jurisdiction approve a petition for permission tmit such controversy to arbitration made
by the general guardian or guardian ad litem ofinfent or of the incompetent.

But where a person capable of entering into a ssfion or contract has knowingly entered
into the same with a person incapable of so ddhepbjection on the ground of incapacity
can be taken only in behalf of the person so incisgiad.

Section 3. Controversies or cases not subjecetrbvisions of this Act. - This Act shall not
apply to controversies and to cases which are sutgehe jurisdiction of the Court of
Industrial Relations or which have been submittel &s provided by Commonwealth Act
Numbered One hundred and three, as amended.

Section 4. Form of arbitration agreement. - A cacitto arbitrate a controversy thereafter
arising between the parties, as well as a submmigsiarbitrate an existing controversy shall
be in writing and subscribed by the party soughid¢aharged, or by his lawful agent.

The making of a contract or submission for arbitratiescribed in section two hereof,
providing for arbitration of any controversy, shiadl deemed a consent of the parties to the
jurisdiction of the Court of First Instance of ghevince or city where any of the parties
resides, to enforce such contract or submission.

Section 5. Preliminary procedure. - An arbitratsbrall be instituted by:
@) In the case of a contract to arbitrate futumetioversies by the service by either

party upon the other of a demand for arbitratioagnordance with the contract. Such
demand shall be set forth the nature of the coetsy the amount involved, if any, and the



relief sought, together with a true copy of thetcact providing for arbitration. The demand
shall be served upon any party either in persdyyaegistered mail. In the event that the
contract between the parties provides for the agppwnt of a single arbitrator, the demand
shall be set forth a specific time within which therties shall agree upon such arbitrator. If
the contract between the parties provides for gp@@mtment of three arbitrators, one to be
selected by each party, the demand shall nameliteator appointed by the party making
the demand; and shall require that the party upoonvthe demand is made shall within
fifteen days after receipt thereof advise in wgtthe party making such demand of the name
of the person appointed by the second party; sathenshall require that the two arbitrators
so appointed must agree upon the third arbitrattvimten days from the date of such notice.

(b) In the event that one party defaults in answgethe demand, the aggrieved party
may file with the Clerk of the Court of First Inatze having jurisdiction over the parties, a
copy of the demand for arbitration under the cantra arbitrate, with a notice that the
original demand was sent by registered mail ovaedid in person to the party against whom
the claim is asserted. Such demand shall set floetihature of the controversy, the amount
involved, if any, and the relief sought, and shallaccompanied by a true copy of the
contract providing for arbitration.

(c) In the case of the submission of an existingroversy by the filing with the Clerk
of the Court of First Instance having jurisdictiaf the submission agreement, setting forth
the nature of the controversy, and the amount wedylif any. Such submission may be filed
by any party and shall be duly executed by bothigmr

(d) In the event that one party neglects, failsefuses to arbitrate under a submission
agreement, the aggrieved party shall follow thecpdoire prescribed in subparagraphs (a)
and (b) of this section.

Section 6. Hearing by court. - A party aggrievedly failure, neglect or refusal of another
to perform under an agreement in writing providiogarbitration may petition the court for
an order directing that such arbitration proceethéxmanner provided for in such agreement.
Five days notice in writing of the hearing of sugiplication shall be served either personally
or by registered mail upon the party in defaulte Tourt shall hear the parties, and upon
being satisfied that the making of the agreemestoh failure to comply therewith is not in
issue, shall make an order directing the partiggdoeed to arbitration in accordance with
the terms of the agreement. If the making of thre@gent or default be in issue the court
shall proceed to summarily hear such issue. Ifittteing be that no agreement in writing
providing for arbitration was made, or that ther@® default in the proceeding thereunder,
the proceeding shall be dismissed. If the findieghmt a written provision for arbitration was
made and there is a default in proceeding thereyadeorder shall be made summarily
directing the parties to proceed with the arbitrain accordance with the terms thereof.

The court shall decide all motions, petitions golegations filed under the provisions of this
Act, within ten days after such motions, petitiomsapplications have been heard by it.

Section 7. Stay of civil action. - If any suit aopeeding be brought upon an issue
arising out of an agreement providing for the adbion thereof, the court in which such suit
or proceeding is pending, upon being satisfied tthaissue involved in such suit or
proceeding is referable to arbitration, shall gteeyaction or proceeding until an arbitration



has been had in accordance with the terms of tteeagent: Provided, That the applicant, for
the stay is not in default in proceeding with sadbitration.

Section 8. Appointment of arbitrators. - If, in tbentract for arbitration or in the
submission described in section two, provision &lefor a method of naming or appointing
an arbitrator or arbitrators, such method shafolewed; but if no method be provided
therein the Court of First Instance shall desigaat@rbitrator or arbitrators.

The Court of First Instance shall appoint an aalbatr or arbitrators, as the case may be, in the
following instances:

€)) If the parties to the contract or submissiawarable to agree upon a single
arbitrator; or

(b) If an arbitrator appointed by the parties isvilimg or unable to serve, and his
successor has not been appointed in the manndriain\we was appointed; or

(c) If either party to the contract fails or refage name his arbitrator within fifteen
days after receipt of the demand for arbitratian; o

(d) If the arbitrators appointed by each partyh® ¢ontract, or appointed by one party
to the contract and by the proper Court, shallttakgree upon or to select the third
arbitrator.

(e) The court shall, in its discretion appoint @nehree arbitrators, according to the
importance of the controversy involved in any @& fireceding cases in which the agreement
is silent as to the number of arbitrators.

)] Arbitrators appointed under this section slegtther accept or decline their
appointments within seven days of the receipt eirtAppointments. In case of declination or
the failure of an arbitrator or arbitrators to dalycept their appointments the parties or the
court, as the case may be, shall proceed to apaaubstitute or substitutes for the arbitrator
or arbitrators who decline or failed to acceptdrisheir appointments.

Section 9. Appointment of additional arbitrators. Where a submission or contract
provides that two or more arbitrators therein desigd or to be thereafter appointed by the
parties, may select or appoint a person as aniadalitarbitrator, the selection or
appointment must be in writing. Such additionalitaabor must sit with the original
arbitrators upon the hearing.

Section 10. Qualifications of arbitrators. - Anygen appointed to serve as an arbitrator
must be of legal age, in full-enjoyment of his tights and know how to read and write. No
person appointed to served as an arbitrator sbkakliated by blood or marriage within the
sixth degree to either party to the controversypidson shall serve as an arbitrator in any
proceeding if he has or has had financial, fidyc@rother interest in the controversy or
cause to be decided or in the result of the prangedr has any personal bias, which might
prejudice the right of any party to a fair and imj@h award.

No party shall select as an arbitrator any persact as his champion or to advocate his
cause.



If, after appointment but before or during heariagperson appointed to serve as an arbitrator
shall discover any circumstances likely to cregpeesumption of bias, or which he believes
might disqualify him as an impartial arbitratoretarbitrator shall immediately disclose such
information to the parties. Thereafter the pamies/ agree in writing:

(@) to waive the presumptive disqualifying circuamstes; or

(b) to declare the office of such arbitrator vac&my such vacancy shall be filled in the
same manner as the original appointment was made.

Section 11. Challenge of arbitrators. - The arbsamay be challenged only for the reasons
mentioned in the preceding section which may haisem after the arbitration agreement or
were unknown at the time of arbitration.

The challenge shall be made before them.

If they do not yield to the challenge, the challeggoarty may renew the challenge before
the Court of First Instance of the province or aityvhich the challenged arbitrator, or, any
of them, if there be more than one, resides. Wthiechallenging incident is discussed before
the court, the hearing or arbitration shall be susied, and it shall be continued immediately
after the court has delivered an order on the ehgihg incident.

Section 12. Procedure by arbitrators. - Subjethéaerms of the submission or contract, if
any are specified therein, are arbitrators selegsggrescribed herein must, within five days
after appointment if the parties to the controveesyde within the same city or province, or
within fifteen days after appointment if the pastreside in different provinces, set a time and
place for the hearing of the matters submittedhéont, and must cause notice thereof to be
given to each of the parties. The hearing can Is¢ppoed or adjourned by the arbitrators
only by agreement of the parties; otherwise, adjmant may be ordered by the arbitrators
upon their own motion only at the hearing and feodjand sufficient cause. No adjournment
shall extend the hearing beyond the day fixed énstiomission or contract for rendering the
award, unless the time so fixed is extended bwiitten agreement of the parties to the
submission or contract or their attorneys, or wtée parties have continued with the
arbitration without objection to such adjournment.

The hearing may proceed in the absence of any pdwby after due notice, fails to be present
at such hearing or fails to obtain an adjournmieategof. An award shall not be made solely
on the default of a party. The arbitrators shajuiee the other party to submit such evidence
as they may require for making an award.

No one other than a party to said arbitration, peeson in the regular employ of such party
duly authorized in writing by said party, or a greing attorney-at-law, shall be permitted by
the arbitrators to represent before him or thempary to the arbitration. Any party desiring
to be represented by counsel shall notify the gblaety or parties of such intention at least
five days prior to the hearing.

The arbitrators shall arrange for the taking ofesnsgraphic record of the testimony when
such a record is requested by one or more pasinesywhen payment of the cost thereof is
assumed by such party or parties.



Persons having a direct interest in the controvessigh is the subject of arbitration shall
have the right to attend any hearing; but the ddane of any other person shall be at the
discretion of the arbitrators.

Section 13. Oath of arbitrators. - Before hearing @stimony, arbitrators must be
sworn, by any officer authorized by law to admieisan oath, faithfully and fairly to hear
and examine the matters in controversy and to ragist award according to the best of
their ability and understanding. Arbitrators shradle the power to administer the oaths to all
witnesses requiring them to tell the whole trutd anthing but the truth in any testimony
which they may give in any arbitration hearing. Tbath shall be required of every witness
before any of his testimony is heard.

Section 14. Subpoena and subpoena duces tecum.bitratars shall have the power to
require any person to attend a hearing as a witiéey shall have the power to subpoena
witnesses and documents when the relevancy oe#tientony and the materiality thereof has
been demonstrated to the arbitrators. Arbitrataag adso require the retirement of any
witness during the testimony of any other witnégkof the arbitrators appointed in any
controversy must attend all the hearings in thatenand hear all the allegations and proofs
of the parties; but an award by the majority ofthis valid unless the concurrence of all of
them is expressly required in the submission otrechto arbitrate. The arbitrator or
arbitrators shall have the power at any time, leefendering the award, without prejudice to
the rights of any party to petition the court thedameasures to safeguard and/or conserve any
matter which is the subject of the dispute in aahion.

Section 15. Hearing by arbitrators. - Arbitratoraypat the commencement of the hearing,
ask both parties for brief statements of the isguesntroversy and/or an agreed statement of
facts. Thereafter the parties may offer such evidess they desire, and shall produce such
additional evidence as the arbitrators shall regqairdeem necessary to an understanding and
determination of the dispute. The arbitrators shalthe sole judge of the relevancy and
materiality of the evidence offered or produced ahall not be bound to conform to the
Rules of Court pertaining to evidence. Arbitratsingall receive as exhibits in evidence any
document which the parties may wish to submit éedetxhibits shall be properly identified

at the time of submission. All exhibits shall remai the custody of the Clerk of Court

during the course of the arbitration and shalldtared to the parties at the time the award is
made. The arbitrators may make an ocular inspecti@amy matter or premises which are in
dispute, but such inspection shall be made ontlienpresence of all parties to the arbitration,
unless any party who shall have received noticeetiidails to appear, in which event such
inspection shall be made in the absence of sudk.par

Section 16. Briefs. - At the close of the hearinys,arbitrators shall specifically inquire of
all parties whether they have any further proofvitnesses to present; upon the receipt of a
negative reply from all parties, the arbitratoralstleclare the hearing closed unless the
parties have signified an intention to file briefhien the hearing shall be closed by the
arbitrations after the receipt of briefs and/onydpiefs. Definite time limit for the filing of
such briefs must be fixed by the arbitrators atdbse of the hearing. Briefs may filed by the
parties within fifteen days after the close of thal hearings; the reply briefs, if any, shall be
filed within five days following such fifteen-daypod.



Section 17. Reopening of hearing. - The hearing beaseopened by the arbitrators on
their own motion or upon the request of any parpgn good cause, shown at any time
before the award is rendered. When hearings aserdopened the effective date for the
closing of the hearings shall be the date of theioh of the reopened hearing.

Section 18. Proceeding in lieu of hearing. - Theigsto a submission or contract to
arbitrate may, by written agreement, submit thespdte to arbitration by other than oral
hearing. The parties may submit an agreed statenfiéatts. They may also submit their
respective contentions to the duly appointed atats in writing; this shall include a
statement of facts, together with all documentaopp Parties may also submit a written
argument. Each party shall provide all other parieethe dispute with a copy of all
statements and documents submitted to the arbrdEach party shall have an opportunity
to reply in writing to any other party's statememtsl proofs; but if such party fails to do so
within seven days after receipt of such statemamdsproofs, he shall be deemed to have
waived his right to reply. Upon the delivery to #mbitrators of all statements and
documents, together with any reply statementsathirators shall declare the proceedings in
lieu of hearing closed.

Section 19. Time for rendering award. - Unlessphrties shall have stipulated by
written agreement the time within which the arligra must render their award, the written
award of the arbitrators shall be rendered withirty days after the closing of the hearings
or if the oral hearings shall have been waivedhiwithirty days after the arbitrators shall
have declared such proceedings in lieu of heatimged. This period may be extended by
mutual consent of the parties.alf-itc

Section 20. Form and contents of award. - The awarst be made in writing and signed
and acknowledged by a majority of the arbitratdns)ore than one; and by the sole
arbitrator, if there is only one. Each party shalfurnished with a copy of the award. The
arbitrators in their award may grant any remedsebef which they deem just and equitable
and within the scope of the agreement of the antibich shall include, but not be limited
to, the specific performance of a contract.

In the event that the parties to an arbitrationehawuring the course of such arbitration,
settled their dispute, they may request of thetiatiors that such settlement be embodied in
an award which shall be signed by the arbitratdcsarbitrator shall act as a mediator in any
proceeding in which he is acting as arbitrator; alhdegotiations towards settlement of the
dispute must take place without the presence oéthigrators.

The arbitrators shall have the power to decide tdmdge matters which have been submitted
to them. The terms of the award shall be confimeslich disputes.

The arbitrators shall have the power to assedsin award the expenses of any party against
another party, when such assessment shall be dasnesdsary.

Section 21. Fees of arbitration. - The fees ofatgtrators shall be fifty pesos per day unless
the parties agree otherwise in writing prior to dnbitration.

Section 22. Arbitration deemed a special proceediAgbitration under a contract or
submission shall be deemed a special proceedimnvghich the court specified in the contract
or submission, or if none be specified, the Cotiicst Instance for the province or city in



which one of the parties resides or is doing bwssiner in which the arbitration was held,
shall have jurisdiction. Any application to the cpwr a judge thereof, hereunder shall be
made in manner provided for the making and heasfrigotions, except as otherwise herein
expressly provided.

Section 23. Confirmation of award. - At any timdhim one month after the award is made,
any party to the controversy which was arbitratey rmpply to the court having jurisdiction,
as provided in section twenty-eight, for an ordamfoeming the award; and thereupon the
court must grant such order unless the award iated¢cmodified or corrected, as prescribed
herein. Notice of such motion must be served uperativerse party or his attorney as
prescribed by law for the service of such noticerupn attorney in action in the same court.

Section 24. Grounds for vacating award. - In ang ofithe following cases, the court must
make an order vacating the award upon the petiti@ny party to the controversy when such
party proves affirmatively that in the arbitratiproceedings:

(@) The award was procured by corruption, fraudytber undue means; or
(b) That there was evident partiality or corruptionthe arbitrators or any of them; or
(c) That the arbitrators were guilty of miscondunctefusing to postpone the hearing

upon sufficient cause shown, or in refusing to fesddence pertinent and material to the
controversy; that one or more of the arbitrators diaqualified to act as such under section
nine hereof, and wilfully refrained from disclosiagch disqualifications or of any other
misbehavior by which the rights of any party haeerbmaterially prejudiced; or

(d) That the arbitrators exceeded their powerspamperfectly executed them, that a
mutual, final and definite award upon the subjeattar submitted to them was not made.

Where an award is vacated, the court, in its digoremay direct a new hearing either before
the same arbitrators or before a new arbitrat@rbitrators to be chosen in the manner
provided in the submission or contract for the @@ of the original arbitrator or

arbitrators, and any provision limiting the timewhich the arbitrators may make a decision
shall be deemed applicable to the new arbitratrmhta commence from the date of the
court's order.

Where the court vacates an award, costs, not exuekfly pesos and disbursements may be
awarded to the prevailing party and the paymenttifanay be enforced in like manner as
the payment of costs upon the motion in an action.

Section 25. Grounds for modifying or correcting ava In any one of the following cases,
the court must make an order modifying or correrthre award, upon the application of any
party to the controversy which was arbitrated:

(@) Where there was an evident miscalculationgafres, or an evident mistake in the
description of any person, thing or property refdrto in the award; or

(b) Where the arbitrators have awarded upon a nmadtesubmitted to them, not
affecting the merits of the decision upon the nmegtdmitted; or



(c) Where the award is imperfect in a matter ofrfarot affecting the merits of the
controversy, and if it had been a commissionepsntethe defect could have been amended
or disregarded by the court.

The order may modify and correct the award so &ffézt the intent thereof and promote
justice between the parties.

Section 26. Motion to vacate, modify or correct edvavhen made. - Notice of a motion to
vacate, modify or correct the award must be seweuh the adverse party or his counsel
within thirty days after award is filed or deliveleas prescribed by law for the service upon
an attorney in an action.

Section 27. Judgment. - Upon the granting of aerocdnfirming, modifying or correcting an
award, judgment may be entered in conformity théreim the court wherein said

application was filed. Costs of the application #mel proceedings subsequent thereto may be
awarded by the court in its discretion. If awardibe, amount thereof must be included in the
judgment.

Section 28. Papers to accompany motion to confinogify, correct, or vacate award. - The
party moving for an order confirming, modifying,roecting, or vacating an award, shall at
the time that such motion is filed with the cowunt the entry of judgment thereon also file the
following papers with the Clerk of Court;

@) The submission, or contract to arbitrate; fhygoantment of the arbitrator or
arbitrators; and each written extension of the tifany, within which to make the award.

(b) A verified of the award.

(c) Each notice, affidavit, or other paper usedruihee application to confirm, modify,
correct or vacate such award, and a copy of eattireafourt upon such application.

The judgment shall be docketed as if it were reedi@n an action.

The judgment so entered shall have the same foteféect in all respects, as, and be
subject to all the provisions relating to, a judgini@ an action; and it may be enforced as if
it had been rendered in the court in which it iteesd.

Section 29. Appeals. - An appeal may be taken frarorder made in a proceeding under this
Act, or from a judgment entered upon an award ftinozertiorari proceedings, but such
appeals shall be limited to questions of law. Treepedings upon such an appeal, including
the judgment thereon shall be governed by the Rafl&€ourt in so far as they are applicable.

Section 30. Death of party. - Where a party digsrahaking a submission or a contract to
arbitrate as prescribed in this Act, the proceesim@y be begun or continued upon the
application of, or notice to, his executor or adstirator, or temporary administrator of his
estate. In any such case, the court may issuedam extending the time within which notice
of a motion to confirm, vacate, modify or correntaward must be served. Upon confirming
an award, where a party has died since it was @fatklivered, the court must enter
judgment in the name of the original party; andgheceedings thereupon are the same as
where a party dies after a verdict.



Section 31. Repealing clause. - The provisionshapters one and two, Title XIV, of the
Civil Code shall remain in force. All other lawsdaparts of laws inconsistent with this Act
are hereby repealed. If any provision of this Awlkbe held invalid the remainder that shall
not be affected thereby.

Section 32. Effectivity. - This Act shall take affesix months after its approval.

Approved: June 19, 1953



