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 PETITIONERS, through counsel, respectfully state that:  
 
 

PREFATORY 
 

On January 4, 2015, the Aquino government will begin what the 
riding public may eventually remember as ―The Great Train Robbery‖ 
victimizing some 1.3 million daily commuters of the Light Rail Transit 
(LRT) Line 1 and Line 2 and the Metro Rail Transit (MRT) Line 3.  
  

For four years, the Aquino government through the Department 
of Transportation and Communications has sought to impose a fare 
increase that ranged from 50% to 87% of the previous maximum 
fares. No less than the President gave the increase his imprimatur, 
using his State of the Nation Address as a platform to justify the fare 
hike. 
  

For four years, Petitioners have opposed the fare hike 
imposition, for being arbitrary, unjustified, excessive, irregular and 
invalid, pointing out as well the lack of jurisdiction of the agencies 
who proposed and approved the fare increases. Petitioners decried 
the lack of due process that surrounded the entire exercise of raising 
fares. 
  

It thus came as a surprise that during the holiday break, 
Transportation Secretary Joseph Emilio A. Abaya issued a 
Department Order implementing the assailed fare increase. The 
announcement came when most of Metro Manila‘s residents were 
preparing for the holidays, with many going home to the provinces. 
The announcement came when the courts were on break. Indeed, the 
announcement and implementation of the fare hike was timed so that 
opposition would be at a minimum. 
  

Through the fare hike, the MRT 3 hopes to generate an 
additional P1.122 billion in revenues. The LRT 1 and 2 hope to 
generate P942 million. That is a total of P2.1 billion coming from the 
pockets of low and middle-income commuters, going to the pockets 
of private corporations that have stakes in the train lines. 
  

Through the fare hike, government makes the argument for 
reducing subsidy for commuters while guaranteeing super-profits for 
private companies. 
  

We come to this Honorable Court to stop this continuing 
injustice dead on its tracks, and to protect the suffering commuters 
from the continuing abuses of government and untrammeled greed of 
big business. 
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NATURE OF THE PETITION 
--------------------------------------- 

 
This is an original action for CERTIORARI and PROHIBITION 

under Rule 65 of the Rules of Court with an application for the 
issuance of a Writ of Preliminary Injunction and/or Temporary 
Restraining Order (TRO) and/or Status Quo Ante Order seeking: 

 
1. To ANNUL and SET ASIDE the following acts of the 

public and private respondents: 
 

1.1. Department Order No. 2014-014 dated December 18, 
2014 issued by the public respondent Jose Emilio Abaya in his 
capacity as the Secretary of the Department of Transportation 
and Communications (DOTC) mandating the adoption of the 
―Uniform Distance-Based Fare Scheme‖ for the Light Rail 
Transit (LRT) Lines 1 and 2 and the Metro Rail Transit (MRT) 
Line 3.  

 
1.2. The corresponding Board Resolution issued by the Board 
of Directors of public respondent Light Rail Transit 
Administration (LRTA). 

 
1.3. The recommendation of public respondent MRT-3 Office. 
 
2. To PROHIBIT the DOTC, the LRTA and the MRTA from 

implementing the fare hike effective January 4, 2015; 
 

A Certified True Copy of the department order, and the Fare 
Matrix appended thereto are hereto attached as Annex “A”. The 
petitioners are unable to attach certified true copies of the LRTA 
Board Resolution and the MRT -3 Office Recommendation in view of 
the failure and refusal of the public respondents to provide copies 
thereof. 

 
3. Upon filing and docketing of this petition, petitioners pray 

for the immediate issuance of a temporary restraining order and/or a 
writ of preliminary injunction, restraining and/or enjoining the DOTC 
from implementing the Department Order No. 2014-014 and the 
public respondents LRTA and MRTA from raising the LRT and LRT 
fares and/or a status quo ante order until final resolution of this 
petition. The issuance of the injunctive relief and/or the status quo 
ante order becomes imperative considering that the respondents 
intend to implement the increase on January 4, 2015, or a day before 
the Department Order will become effective on January 5, 2015. It 
must be noted that the Department Order was published in 
newspaper of general circulation on December 20, 2014. As a result, 
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it becomes effective fifteen (15) days after such publication, or on the 
sixteenth day, January 5, 2015. 

 
4. After hearing the merits of the case, petitioners pray to 

permanently prohibit and enjoin the public and private respondents 
from implementing the challenged  Department Order No. 2014-014 
and the implementation of the LRT and MRT fare hikes; 
 
 5. Petitioners availed of the present remedy because the 
public respondent committed grave abuse of discretion amounting to 
lack or excess of jurisdiction in approving the challenged department 
order. Moreover, under the circumstances obtaining, and especially 
considering that implementation of the challenged order will already 
be accomplished on January 4, 2015 after almost two weeks of non-
working holidays, the petitioners have no plain, speedy, and 
adequate remedy in the ordinary course of law, which will promptly 
relieve them and the public from the injurious effects thereof. 

 
 

TIMELINESS OF THE PETITION 
------------------------------------------- 

 
The questioned Department Order No. 2014-014 dated 

December 18, 2014 was published in a newspaper of general 
circulation on December 20, 2014. , this Petition is being filed within 
the sixty (60) day period mandated by Rule 65 of the Revised Rules 
of Court. A copy of the said Order as published in page A-11 of the 
December 20, 2014 issue of the Philippine Daily Inquirer is attached 
as Annex “B”. 
 
 

THE PARTIES 
------------------- 

 
The Petitioners are Filipino citizens and taxpayers, of legal 

age, residents of the Philippines, and may be collectively served with 
legal processes of this Honorable Court through undersigned counsel 
at National Union of Peoples‘ Lawyers (NUPL), 3rd Floor, Erythrina 
Building, No. 1 Maaralin cor. Matatag Streets, Central District, 
Diliman, Quezon City, namely: 

 
1.  Bagong Alyansang Makabayan (BAYAN), is an 

umbrella organization and broad alliance of workers, peasant 
organizations, youth and student movements, women‘s groups, 
fisherfolk, indigenous peoples,  health workers, migrant groups, and 
other professionals, with office  at #1 Maaralin corner Matatag St., 
Brgy. Central, Quezon City  It is represented in this Petition by its 
Secretary General Renato M. Reyes, Jr. who is authorized by virtue 
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of a Certificate dated January 2, 2015, a copy of which is hereto 
attached as Annex “C.”   
 
 2. Teodoro “Teddy” A. Casiño, former member of the 
House of Represenatives, regular commuter, with office address at 
#1 Maaralin corner Matatag Street, Central District, Quezon City.  
 

3.  Melquiades A. Robles, Former Administrator of the Light 
Rail Transit Authority (LRTA), President and Chairperson of Buhay 
Partylist, taxpayer and resident of Quezon City. 
 

4. Elmer C. Labog, Chairperson of labor group Kilusang 
Mayo Uno (KMU), with address at c/o Balay Obrero Foundation, #63 
Narra Street, Barangay Claro, Project 3, Quezon City. 
 

5. Sammy T. Malunes, Spokesperson of commuter group 
Riles Laan sa Sambayanan, Riles Network for brevity, and with 
address at #2T Concepcion St, Brgy. Marulas, Valenzuela City. 
 
 6. Ferdinand R. Gaite, Chairperson of the largest 
government employees‘ group, the Confederation for Unity, 
Recognition and Advancement of Government Employees 
(COURAGE) with address at #118 Sct. Rallos St., Brgy. Sacred 
Heart, Quezon City. 
 

7. Vencer E. Crisostomo, Chairperson of comprehensive 
national democratic mass organization of Filipino youth and students 
ANAKBAYAN with address at #56 Caimito St., Mapayapa St., Brgy 
Holy Spirit, Quezon City. 

 
8. Jossel I. Ebesate, President of health workers‘ 

organization Alliance of Health Workers (AHW) with address at 
Room 603 Web-Jet Building, 64 Quezon Avenue cor. BMA Avenue, 
Quezon City.  
 
 9. Gloria G. Arellano, Chairperson of urban poor group 
Kalipunan ng Damayan ng Mahihirap (KADAMAY), with address 
at #12-A Kasiyahan Street, Don Antonio Heights, Barangay Holy 
Spirit, Quezon City. 
 
 10. Herman Tiu Laurel, taxpayer, journalist and concerned 
citizen, with address at #55 Sta. Teresita St., Brgy. Capitolyo, Pasig 
City. 
 
 11. Myrleon “Leon” E. Peralta, Founding Chairman of the 
Anti-Trapo Movement of the Philippines, Inc., with address at #65 
Antoinette St, Parkway Village, Brgy. Apolonio Samson, Quezon City. 
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 12.  Amorsolo L. Competente, National President of Alert 
and Concerned Employees of the SSS (ACCESS), the employees 
union accredited at the Social Security System, and with address at 
Access Union Office, 9th floor, SSS East Ave., Diliman, Quezon City. 
 
 13. Elvira Y. Medina, Filipino, of legal age, President of the 
National Center for Commuter Safety and Protection (NCCSP), 
and with address at #28 Manga Road Bgy. Kaunlaran, Quezon  City. 
 
 14. Maria Donna Grey Miranda, taxpayer, resident of 
Quezon City, and a member of the commuting public. 
  
 15. Angelo Villanueva Suarez, taxpayer, resident of Quezon 
City, and a member of the commuting public. 
 

16. Jose Sonny G. Matula, National President. Federation of 
Free Workers-International Trade Union Confederation, with 
address at FFW Bldg., 1943 Taft Ave., Malate, Manila. 
 

17. David L. Diwa,  President of the National Labor Union, 
with address at #3199 Magsaysay Blvd., Sta. Mesa, Manila. 

 
18.  James Bernard E. Relativo, taxpayer, resident of 

Marikina City, and a member of the commuting public. 
 
19. Giovanni A. Tapang, Professor at the University of the 

Philippines, and a member of the commuting public  
 

 
The Respondents are Filipino citizens, of legal age, residents 

of the Philippines, namely: 
 
1. Jose Emilio A. Abaya, is impleaded herein in his 

capacity as the Secretary of the DOTC who issued the assailed 
Department Order. He may be served with notices and other 
processes of this Honorable Court c/o Department of Transporation 
and Communications, The Columbia Tower, Brgy, Wack-Wack, 
Ortigas Avenue, Mandaluyong City, 1555, Philippines. 

 
2. Renato Z. San Jose, is impleaded in his capacity as the 

Officer-in-Charge of the Metro Rail Transit 3 Office which issued the 
alleged ―recommendation‖ for the increase of the fare rate of the MRT 
Line 3. He may be served with notices and other processes of this 
Honorable Court at c/o DOTC-MRT3 Depot Office, North Avenue 
corner EDSA, Brgy. Bagong Pag-asa, Quezon City. 

 
3. Light Rail Transit Authority (LRTA) is a wholly owned 

government corporation with the authority to sue and be sued, and is 
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impleaded in this Petition as the entity that issued the Board 
Resolution recommending the increase of the fare rate for LRT Lines 
1 and 2. It is represented by its administrator Honorito D. Chaneco. 
It may be served with notices and other processes of this Honorable 
Court at its principal office at the Administration Building, LRTA 
Compound, Aurora Boulevard, Pasay City. 

 
4. Metro Rail Transit Corporation, is a corporation duly 

organized and existing under and by virtue of the laws of the Republic 
of the Philippines, and can be served with notices of this Honorable 
Court either at the 3rd Floor, Makati Stock Exchange Bldg., 6767 
Ayala Avenue, Makati City and/or c/o DOTC-MRT3 Depot Office, 
North Avenue corner EDSA, Brgy. Bagong Pag-asa, Quezon City. It 
is impleaded in this Petition being the entity which will eventually 
benefit from the fare increase for the MRT Line 3. 

 
5. Light Rail Manila Consortium, a corporation duly 

organized and existing under the  laws of the Republic of the 
Philippines and the private operator of the LRT, with unknown 
principal office, and can be served with notices of this Honorable 
Court either at the 7th Floor, Renaissance Tower, Meralco Avenue, 
Pasig City and/or c/o Administration Building, LRTA Compound, 
Aurora Boulevard, Pasay City. 

 
 
JURISDICTIONAL AND PROCEDURAL AVERMENTS 

-------------------------------------------------------------------- 
 

1. Legal Standing of the Petitioners. 
 

 Petitioners humbly submit that they have clear legal standing to 
bring this Petition. The petitioners, as riders of the mass transport 
system metro rail and the light rail transits and as representatives of 
their organizations whose memberships are also riders of the metro 
rail and the light rail transits, will actually and specifically suffer direct 
and substantial injury from the impending increase of the fare rates of 
the LRT Lines 1 and 2 and the MRT Line 3 as a result of the 
implementation of the assailed acts of the respondents. 
 
 All petitioners invoke actual and direct interest i.e., ―a personal 
and substantial interest in the case such that he has sustained, or will 
sustain direct injury as a result‖1 and as taxpayers2 and citizens in 

                                                           
1 See for instance, People v. Vera (G.R. No. L-45685, November 16, 1937). 
2 Tatad v. Garcia (G.R. No. 114222, April 6, 1995) holds: ―The prevailing 
doctrines in taxpayer's suits are to allow taxpayers to question contracts entered 
into by the national government or government-owned or controlled corporations 
allegedly in contravention of the law (Kilosbayan, Inc. v. Guingona, 232 SCRA 
110 [1994]) and to disallow the same when only municipal contracts are involved 
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compelling the State to ensure an efficient and affordable 
transportation system.3 
  

In Chavez vs. PCGG4, the Honorable Court upheld the right of 
ordinary taxpayers and citizens to challenge the validity of acts or 
orders of government agencies, to wit:  

 
  ―(O)rdinary taxpayers have a right to initiate and 

prosecute actions questioning the validity of acts or 
orders of government agencies or instrumentalities, if the 
issues raised are ―of paramount public interest‖; and if 
they ―immeasurably affect the social, economic, and 
moral well-being of the people.‖; 

 
 Indeed, herein petitioners have the right and standing to bring 
this action directly to the Honorable Court especially since what is 
involved here are acts of the agency/instrumentality of the 
government and of public utilities, which are beyond doubt issues of 
public interest and of transcendental importance. The assailed 
Department Order will adversely affect the 1.29 Million commuters 
who rely on the trains of the LRT Lines 1 and 2 and the MRT Line 3 
on a daily basis. 
 
 2. There are legal and factual grounds for the petitioner 
to directly invoke the jurisdiction of this Honorable Court. 
 
 This Petition is covered by the exception on the principle of 
hierarchy of courts, and there is legal and factual basis justifying 
direct recourse to this Honorable Court through this Petition for 
Certiorari and Prohibition. In Ernesto Dy vs. Hon. Gina M. Bibat- 
Palamos, etc., et al.5: 

 
―Under the principle of hierarchy of courts, direct 

recourse to this Court is improper because the Supreme 
Court is a court of last resort and must remain to be so in 
order for it to satisfactorily perform its constitutional 
functions, thereby allowing it to devote its time and 
attention to matters within its exclusive jurisdiction and 
preventing the overcrowding of its docket. Nonetheless, 

                                                                                                                                                                             

(Bugnay Construction and Development Corporation v. Laron, 176 SCRA. 
240 [1989]).‖ 
3 Tolentino v. Secretary of Finance (G.R. No. 115455, August 25, 1994) holds: 
―We accept that this Court does not only adjudicate private cases; that public 
actions by "non-Hohfeldian" or ideological plaintiffs are now cognizable provided 
they meet the standing requirement of the Constitution; that under Art. VIII, Sec. 
1, par. 2. the Court has a "special function" of vindicating constitutional rights.‖ 
4 299 SCRA 744 
5 G.R. No. 196200, September 11, 2013. 
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the invocation of this Court‘s original jurisdiction to issue 
writs of certiorari has been allowed in certain instances on 
the ground of special and important reasons clearly stated 
in the petition, such as, (1) when dictated by the public 
welfare and the advancement of public policy; (2) when 
demanded by the broader interest of justice; (3) when the 
challenged orders were patent nullities; or (4) when 
analogous exceptional and compelling circumstances 
called for and justified the immediate and direct handling 
of the case.‖ 
 

 Petitioners submit that this case is covered by the first, second 
and third exceptions enumerated in the above-cited case. The 
Petition raises issues affecting public welfare. It involves the interest 
of the public, especially those who regularly avail of the services of 
the LRT and the MRT, This interest is being violated by the issuance 
of the assailed Department Order which is a patent nullity in view of 
the failure of the public respondents to observe procedural and 
substantial requirements in allowing the fare increase for the LRT and 
MRT.  
  

3. Exhaustion of Administrative Remedies is not 
applicable in this case. 

 
In Philip L. Go, et al. vs. Distinction Properties 

Development and Construction, Inc.6, this Honorable Court 
enumerated the instances where exhaustion of administrative 
remedies may be dispensed with allowing direct resort to judicial 
remedy. Thus, this Honorable Court held: 
 

―The doctrine of exhaustion of administrative 
remedies is a cornerstone of our judicial system. The 
thrust of the rule is that courts must allow administrative 
agencies to carry out their functions and discharge their 
responsibilities within the specialized areas of their 
respective competence.  It has been held, however, that 
the doctrine of exhaustion of administrative remedies and 
the doctrine of primary jurisdiction are not ironclad 
rules.  In the case of Republic of the Philippines v. 
Lacap, the Court enumerated the numerous exceptions to 
these rules, namely: (a) where there is estoppel on the 
part of the party invoking the doctrine; (b) where the 
challenged administrative act is patently illegal, 
amounting to lack of jurisdiction; (c) where there is 
unreasonable delay or official inaction that will 
irretrievably prejudice the complainant; (d) where the 

                                                           
6 G.R. No. 194024, April 25, 2012. 
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amount involved is relatively so small as to make the rule 
impractical and oppressive; (e) where the question 
involved is purely legal and will ultimately have to be 
decided by the courts of justice; (f) where judicial 
intervention is urgent; (g) where the application of the 
doctrine may cause great and irreparable damage; (h) 
where the controverted acts violate due process; (i) where 
the issue of non-exhaustion of administrative remedies 
has been rendered moot; (j) where there is no other plain, 
speedy and adequate remedy; (k) where strong public 
interest is involved; and (l) in quo warranto proceedings.‖ 
[Underscoring supplied]‖ 

 
 This case is covered by the multiple exceptions to the principle 
of exhaustion of administrative remedies. As previously stated, the 
assailed Department Order is a patent nullity, the implementation of 
which is detrimental to public interest. Moreover, there is urgency to 
this Petition considering that the Department Order is supposed to be 
implemented on January 4, 2015, and whatever available 
administrative remedy will not be sufficient and speedy to give ample 
remedies to the petitioners.  
 

Besides, there is no available and clear procedure promulgated 
by the DOTC or any concerned government agency designed to 
afford an adequate and timely opportunity to question the propriety of 
the LRT/MRT fare increase. These are sufficient justifications for the 
petitioner to resort to judicial remedy without exhausting 
administrative remedies. 
 
 The same grounds also compelled the petitioners to file this 
Petition without seeking a reconsideration of the assailed Department 
Order. To reiterate, there is no procedure promulgated for fare rate 
adjustment applications for the light rail system which indicate that 
there is no available remedy within the administrative agency that will 
provide adequate and speedy relief to the petitioner. Thus, the filing 
of this Petition for Certiorari without filing a Motion for 
Reconsideration is likewise justified under the circumstances7). 
 
 4. The petitioners validly availed of the remedy of Certiorari 
and Prohibition under Rule 65 of the Rules of Court considering that 
the public respondents usurped an authority the exercise of which 
requires the exercise of discretion and is considered to be quasi-
judicial in nature. As such, it is correctible through a certiorari 
proceeding under Rule 65 of the Rules of Court.8  
                                                           
7 Please see: Nemia Castro vs. Rosalyn Guevarra, et al., G.R. No. 192737, 
April 25, 2012. 
8 Ernesto B. Francisco, Jr., et al., vs. Toll Regulatory Board, et al., G.R. No. 
166910, October 19, 2010. 
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STATEMENT OF FACTS 
---------------------------------- 

 
 The subject of this Petition is the fare adjustment for the three 
mass transport light rail systems, the LRT Lines 1 and 2 and the MRT 
Line 3. The three rail systems are part of the Metropolitan Manila 
Strategic Mass Rail Transit Development Plan conceptualized in the 
late 1970s. The respective websites of the LRT and MRT recount the 
histories and factual milieu. 9  
 
 The LRT Lines 1 and 2 are owned and operated by the 
respondent LRTA, while the MRT Line 3 is operated by the MRT3 
Office, although its structures are owned by respondent MRTC. As of 
October 2, DOTC signed a concession agreement privatizing the 
operations of LRT1. The structures will remain the property of the 
government through the LRTA, and all fare collections will go to the 
private operator, respondent LRMC.10  
 

LRT Line 1 was constructed in the early 1980s through a 
P300,000,000.00 "soft" and interest-free loan from the Belgian 
Government. The loan is payable within 30 years The project was 
expected to pay for itself within a period of 20 years out of revenue 
alone. A Belgian consortium consisting of ACEC (Ateliers de 
Constructions Electriques de Charleroi, BN), (Constructions 
Ferroviaires et Metalliques, formerly Brugeoise et Nivelles), TEI 
(Tractionnel Engineering International) and TC (Transurb Consult) 
provided an additional loan of P700 million.11  

 
The consortium provided the cars, signalling, power control, 

telecommunications, training and technical assistance. The entire 
system was expected to be financially "in the red" well into 
1993. Against an expected gross revenue of P365 million for the 
first operating year, government losses were thought likely to 
reach P216 million. The system was designed as a public utility 
rather than as a profit center.12 

 
On July 12, 1980, the Light Rail Transit Authority (LRTA) was 

created through Executive Order No. 603. It is a wholly-owned 
government corporation with the primary mandate of determining 
policies, to the regulation and fixing of fares, and to the planning of 
extensions to the light rail system. The project was called Metrorail 
and was operated by a sister company of the former tramway 

                                                           
9 Please see: http://www.lrta.gov.ph/company_history.php. Last accessed 
January 2, 2014. 
10 Ibid. 
11 Ibid. 
12 Ibid. 

http://www.lrta.gov.ph/company_history.php
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company Meralco, called Metro, Inc. LRTA eventually became the 
owner and operator of the LRT Lines 1 and 2.13 
 

The LRT 1 or the Light Rail Transit System Line No. 1 is a 
15km elevated railway system from Baclaran, Pasay City and 
Roosevelt Avenue in Quezon City. According to the LRTA website, it 
is considered to be the first LRT system in Southeast Asia. It became 
operational on December 1, 1984.14 

 
The LRT Line 2 is the third rail transit line to be built in Metro 

Manila. It is a 13.8-kilometer (8.6 mi) line from Recto Avenue in 
Manila to Santolan, Pasig. It is also operated by respondent LRTA 
under an Official Development Assistance scheme.15 
 

The MRT Line 3 was established through a Build Lease 
Transfer (BLT) Agreement that was signed by DOTC and respondent 
MRTC on August 8, 1997 and amended on October 16, 1997. The 
MRT Line 3 is owned by respondent MRTC and is operated by the 
Philippine government through the DOTC and the MRT 3 Office. 
Respondent MRTC financed the construction of the MRT Line 3, a 
16.9-kilometer rail system along EDSA from North Avenue in Quezon 
City to Taft Avenue, Pasay City.16 

 
Under the agreement, the MRTC built the system and 

undertook to maintain the same and to ensure the availability of trains 
and procure the necessary spare parts. The DOTC on the other 
hand, through MRT 3 Office operates the system and pays  monthly 
fees to the MRTC for a certain number of years.17 

 
In his State of the Nation Address on July 26, 2010, President 

Benigno Simeon C. Aquino made known his intention to reduce the 
subsidy for the LRT/MRT project, and hinted that there would be 
increases in fare rates of the three rail systems.18 
  

On January 5, 2011 it was reported that the cabinet economic 
cluster has approved the fare hike but this will be subjected to public 
consultations. In an interview, then DOTC Secretary  Jose ―Ping‖ de 

                                                           
13 Ibid. 
14 Ibid. 
15 Ibid. 
16 Ibid. 
17 Please see: http://www.dotcmrt3.gov.ph/about.php?route=4. Last accessed 
January 2, 2014. 
18 State of the Nation Address by the President 2010. 
http://www.gov.ph/2010/07/26/state-of-the-nation-address-2010-en/. Last 
accessed January 2, 2014 

http://en.wikipedia.org/wiki/Official_development_assistance
http://en.wikipedia.org/wiki/Build-operate-transfer#BLT_.28Build_Lease_Transfer.29
http://en.wikipedia.org/wiki/Build-operate-transfer#BLT_.28Build_Lease_Transfer.29
http://www.dotcmrt3.gov.ph/about.php?route=4
http://www.gov.ph/2010/07/26/state-of-the-nation-address-2010-en/
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Jesus said that it would be the LRTA who would approve the fare 
hike.19 

 
On January 11, 2011, the DOTC announced the provisional 

approval by the Board of respondent LRTA of the fare increase for 
the LRT Lines 1 and 2. It also said that an increase in the fares of the 
MRT 3 was also forthcoming. 
  

On February 4-5, 2011, the DOTC, LRTA and MRT 3 Office 
conducted so-called ―public consultations‖ to inform the commuters of 
the planned fare increase. The consultations were in the form of a 
public forum. The proposed increase presented during the forum was 
the P11.00 boarding fee and P1.00 for every succeeding kilometer. 
 

On February 24, 2011, the DOTC moved to defer the 
implementation of the fare hike pending consultations with the LTFRB 
which the Department said was a requirement under the LRTA 
charter.20 

 
On May 10, 2011, the LTFRB gave its concurrence to the MRT-

LRT fare hike. However, the DOTC and LRTA said that it would defer 
the implementation of the increase due the unfavorable conditions 
such as rising oil prices.21 

 
Concerned with successive public pronouncements from the 

DOTC hinting that it will implement the fare increases for the three 
light rail systems, petitioner BAYAN sent a letter to respondent Abaya 
requesting for copies of proposals and studies which were made the 
basis for the impending fare increases. Petitioner BAYAN was forced 
to request for such documents because of the failure of the DOTC to 
fully explain and justify the fare increases. Petitioner BAYAN also 
requested for copies of any rules of procedure for the setting of fares 
for the train lines. A copy of the letter dated June 24, 2013 is attached 
hereto as Annex “D”  

 
Unfortunately, instead of providing petitioner BAYAN with the 

requested documents, the DOTC, through one of its lawyers, directed 
the petitioner to access their web site and provided the links to 
access the said documents. A copy of the letter-reply dated July 2, 
2013 is hereto attached as Annex “E”. 

                                                           
19 Please see: http://www.gmanetwork.com/news/story/209849/news/nation/lrt-
mrt-fare-hikes-get-cabinet-economic-team-s-nod. Last accessed January 2, 
2014. 
20 Please see: http://newsinfo.inquirer.net/breakingnews/metro/view/20110225-
322120/LRT-MRT-fare-hikes-deferred. Last accessed January 2, 2014. 
21 Please see: http://www.abs-cbnnews.com/business/05/10/11/ltfrb-oks-lrt-mrt-
fare-hikes http://www.philstar.com/headlines/684087/lrtmrt-fare-hike-deferred. 
Last accessed January 2, 2014. 

http://www.gmanetwork.com/news/story/209849/news/nation/lrt-mrt-fare-hikes-get-cabinet-economic-team-s-nod
http://www.gmanetwork.com/news/story/209849/news/nation/lrt-mrt-fare-hikes-get-cabinet-economic-team-s-nod
http://newsinfo.inquirer.net/breakingnews/metro/view/20110225-322120/LRT-MRT-fare-hikes-deferred
http://newsinfo.inquirer.net/breakingnews/metro/view/20110225-322120/LRT-MRT-fare-hikes-deferred
http://www.philstar.com/headlines/684087/lrtmrt-fare-hike-deferred
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In his 4th State of the Nation Address, on July 22, 2013, 
President Aquino reiterated the need for a fare increase for LRT and 
MRT.22 

 
During the budget deliberations on September 2, 2013, 

respondent Abaya reiterated the need for a fare hike in the LRT and 
MRT. Abaya says that the P11+1 fare hike would result in an average 
of P5.00 increase per passenger based on the average distance 
travelled.23  
 

On December 12, 2013, the DOTC, LRTA and MRT 3 office 
conducted another public consultation where they presented the 
same government-approved proposal for a fare increase. 24 During 
the forum, various groups made known their opposition to the fare 
increase. A copy of the program of the consultation is attached as 
Annex “F”, while a copy of the fare matrix annotated as subject for 
consultation and distributed thereat is attached as Annex “G”. A print 
out of the powerpoint presentation, of the slides pertinent to the fare 
increase proposal, as shown to the audience then is attached as 
Annex “H”. 

 
On October 2, 2014, the DOTC and the respondent Light Rail 

Manila Consortium (LRMC) of the Ayala Corporation and Metro 
Pacific Investment Corp. signed a 32-year concession agreement 
privatizing the operations of the LRT 1 along with the construction of 
an extension to Bacoor, Cavite. The LRMC will take over operations 
of the LRT1 by 2015. They will be entitled to all fares collected from 
passengers.25 
 

Respondent LRMC asserted before the media that the 
concession agreement they signed with the DOTC states that a fare 
increase should have been implemented as early as August 1, 
2014.26  

 
On December 18, 2014, respondent Abaya issued Department 

Order No. 2014-014 (Annex ―A‖) mandating the implementation of an 

                                                           
22 State of the Nation Address by the President 2013. Available at: 
http://www.gov.ph/2013/07/22/english-benigno-s-aquino-iii-fourth-state-of-the-
nation-address-july-22-2013/. Last accessed January 2, 2014. 
23 Please see: http://www.rappler.com/business/37935-abaya-mrt-3-fare-hike-p5. 
Last accessed January 2, 2014. 
24 Available at http://www.gov.ph/2013/12/13/dotc-lrt-mrt-fare-hike-to-bring-better-
train-services-allow-more-projects-outside-metro-manila/. Last accessed January 
2, 2014. 
25 http://www.gmanetwork.com/news/story/381854/economy/companies/dotc-
light-rail-manila-consortium-ink-agreement-for-p65-b-lrt-extension-project. Last 
accessed January 2, 2014. 
26 https://ph.news.yahoo.com/lrt-mrt-fare-hike-just-matter-time-220224514.html. 
Last accessed January 2, 2014. 

http://www.gov.ph/2013/07/22/english-benigno-s-aquino-iii-fourth-state-of-the-nation-address-july-22-2013/
http://www.gov.ph/2013/07/22/english-benigno-s-aquino-iii-fourth-state-of-the-nation-address-july-22-2013/
http://www.rappler.com/business/37935-abaya-mrt-3-fare-hike-p5
http://www.gov.ph/2013/12/13/dotc-lrt-mrt-fare-hike-to-bring-better-train-services-allow-more-projects-outside-metro-manila/
http://www.gov.ph/2013/12/13/dotc-lrt-mrt-fare-hike-to-bring-better-train-services-allow-more-projects-outside-metro-manila/
http://www.gmanetwork.com/news/story/381854/economy/companies/dotc-light-rail-manila-consortium-ink-agreement-for-p65-b-lrt-extension-project
http://www.gmanetwork.com/news/story/381854/economy/companies/dotc-light-rail-manila-consortium-ink-agreement-for-p65-b-lrt-extension-project
https://ph.news.yahoo.com/lrt-mrt-fare-hike-just-matter-time-220224514.html
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P11.00 + P1.00 fare increase for the LRT Lines 1 and 2 and MRT 
Line 3. The Department Order cites as basis an LRTA board 
resolution concurred in by the LTFRB and an MRT 3 Office 
―recommendation‖, both of which were not published nor made 
available to the public. 
 

On December 20, 2014, the DOTC published the Department 
Order in the Philippine Daily Inquirer and announced that the order 
will become effective after fifteen days from the said date of 
publication or on January 4, 2015. (Annex ―B‖)  
  

On even date, the DOTC issued a Press Release entitled ―LRT-
MRT FARES TO BE INCREASED ON JAN. 4‖ stating the justification 
for the fare increases. A Certified True Copy of the Press Release 
dated December 20, 2014 is attached hereto as Annex “I”. 

 
Based on the fare matrices published by the DOTC, the 

approved fare hike will result in a 50% increase in the maximum fares 
of  LRT 1, 66% on the LRT 2, and 87% on the MRT 3.  
  
  

GROUNDS 
--------------- 

 
 With all due respect, public respondents Abaya, in his capacity 
as the Secretary of the DOTC, San Jose, in his capacity as the 
Office-in-Charge of the MRT-3 Office and LRTA acted without 
jurisdiction and/or committed grave abuse of discretion amounting to 
lack or in excess of their respective jurisdictions when: 
 
 1. Public Respondent LRTA, through its Board of Directors 
issued its assailed Resolution approving the increase in fare rates of 
LRT Lines 1 and 2.  
 
 2. Public Respondent MRT- 3 Office issued its 
recommendation on the increase of the fare rate of the MRT Line 3. 

 
3. Public Respondent Abaya, in his capacity as Secretary of 

the DOTC issued Department Order No. 2014-014 dated December 
18, 2014 (Annex ―A‖) mandating the adoption of the ―Uniform 
Distance-Based Fare Scheme‖ for the Light Rail Transit (LRT) Lines 
1 and 2 and the Metro Rail Transit (MRT) Line 3 based on the above 
actions of the LRTA and the MRT-3 Office. 

 
 As discussed above, under the prevailing factual and legal 
circumstances, there is no appeal, or any plain, speedy, and 
adequate remedy in the ordinary course of law. 
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ISSUES 
---------- 

 
I. WHETHER OR NOT THE OPERATION OF THE LIGHT 

RAIL TRANSIT AND THE METRO RAIL TRANSIT IS 
SUBJECT TO THE SAME REGULATORY 
IMPOSITIONS APPLICABLE TO PUBLIC SERVICES 
AS DEFINED BY COMMONWEALTH C.A. NO. 146 
OTHERWISE KNOWN AS THE “PUBLIC SERVICE 
LAW” AND RELATED LAWS. 
 

II. WHETHER OR NOT DEPARTMENT ORDER NO. 2014-
014 MANDATING THE FARE RATE INCREASES FOR 
LRT LINES 1 AND 2 AND MRT LINE 3 WAS VALIDLY 
ISSUED BY RESPONDENT  SECRETARY. 

 
III. WHETHER OR NOT THERE IS SUFFICIENT BASIS TO 

INCREASE THE FARE RATES OF LRT LINES 1 AND 2 
AND MRT LINE 3. 

 
IV. WHETHER OR NOT THE FARE RATES ARE 

CONFISCATORY AND CONTRARY TO DECLARED 
NATIONAL POLICY 

 
 

DISCUSSION/ARGUMENTS 
------------------------------------- 

 
I. WHETHER OR NOT THE OPERATION OF THE 

LIGHT RAIL TRANSIT AND THE METRO RAIL 
TRANSIT IS SUBJECT TO THE SAME 
REGULATORY IMPOSITIONS APPLICABLE TO 
PUBLIC SERVICES AS DEFINED BY  
COMMONWEALTH ACT (C.A.) NO. 146 
OTHERWISE KNOWN AS THE “PUBLIC 
SERVICE LAW” AND RELATED LAWS. 

 
 
The operation of the LRT/MRT is 
subject to same regulations 
imposed on public services by 
C.A. No. 146 and related laws 
especially as regards fare 
adjustments. 
---------------------------------------------- 
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 1. The light rail transit and the metro rail transit are 
public services, and are therefore subject to regulation, and their 
fare rate may not be adjusted unilaterally. 
  

As discussed above, respondent LRTA is the owner and 
operator of the LRT Lines 1 and 2, while respondent MRT 3 Office is 
the operator of the MRT Line 3. As clearly defined in its Charter27, the 
LRTA is engaged in the ―construction, operation, maintenance and/or 
lease of light rail system‖ and is in fact engaged in the operation and 
maintenance of light rail transit. It owns the structures and operates 
the system itself. 

 
 The same is also true with the operation of the MRT Line 3. 

Although the structures were built by respondent MRTC, the system 
is being operated by the MRT 3 Office, subject to a Build-Lease-
Transfer Agreement.  
 

The light rail systems operated by respondent LRTA and by 
MRT 3 Office are common carriers used to convey passengers.28 By 
their nature, they are considered ―public services‖ as the same is 
defined under the law. The operation and management of the 
LRT/MRT are essential to the daily lives and needs of the community 
they are serving. Although they are charging fees for their services, 
they are obliged to offer their services to the general population who 
has the right to demand such services. They are being operated for 
―public use‖ and for ―service to the public‖ thereby confirming their 
nature as a ―public service‖ within the contemplation of 
Commonwealth Act (C.A.) No. 146. In JG Summit Holdings, Inc., 
vs. Court of Appeals, et al.,29  

 
―A ‗public utility‟ is ‗a business or service engaged 

in regularly supplying the public with some commodity or 
service of public consequence such as electricity, gas, 
water, transportation, telephone or telegraph service.‘ To 
constitute a public utility, the facility must be necessary for 
the maintenance of life and occupation of the residents. 
However, the fact that a business offers services or goods 
that promote public good and serve the interest of the 
public does not automatically make it a public utility. 
Public use is not synonymous with public interest. As its 
name indicates, the term ‗public utility‘ implies public use 
and service to the public. The principal determinative 
characteristic of a public utility is that of service to, or 

                                                           
27 Executive Order No. 603 (Creating a Light Rail Transit Authority, vesting the 
same with authority to construct and operate the Light Rail Transit (LRT) Project 
and providing funds therefor) 
28 LRTA v. Navidad, G.R. No. 145804, February 6, 2003. 
29 G.R. No. 124293, September 24, 2003 
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readiness to serve, an indefinite public or portion of the 
public as such which has a legal right to demand and 
receive its services or commodities. Stated otherwise, the 
owner or person in control of a public utility must have 
devoted it to such use that the public generally or that part 
of the public which has been served and has accepted 
the service, has the right to demand that use or service so 
long as it is continued, with reasonable efficiency and 
under proper charges. Unlike a private enterprise which 
independently determines whom it will serve, a ‗public 
utility holds out generally and may not refuse legitimate 
demand for service.‘ Thus, in Iloilo Ice and Cold Storage 
Co. vs. Public Utility Board, this Court defined ‗public 
use,‘ viz: 

 
―‗Public use‘ means the same as ‗use by the 

public.‘ The essential feature of the public use is 
that it is not confined to privileged individuals, but 
is open to the indefinite public. It is this indefinite or 
unrestricted quality that gives it its public character. 
In determining whether a use is public, we must 
look not only to the character of the business to be 
done, but also to the proposed mode of doing it.  If 
the use is merely optional with the owners, or the 
public benefit is merely incidental, it is not a public 
use, authorizing the exercise of jurisdiction of the 
public utility commission. There must be, in 
general, a right which the law compels the owner 
to give to the general public. It is not enough that 
the general prosperity of the public is promoted. 
Public use is not synonymous with public 
interest. The true criterion by which to judge the 
character of the use is whether the public may 
enjoy it by right or only by 
permission. (emphasis supplied)‘‖ 

 
Additionally, the law has always regarded all kinds of rail 

transport system, to which the MRT/LRT belong, as a ―public 
service‖. Under Section 14, Act No. 2307, which created the Public 
Utility Commission, refer to such ―public services‖ like rail system as 
―public utilities‖. Thus, the said provision states: 

 
―SEC. 14. The Board shall have general supervision 

and regulation of, jurisdiction and control over, all public 
utilities, and also over their property, property rights, 
equipment, facilities and franchises so far as may be 
necessary for the purpose of carrying out the provisions 
of this Act.  The term ―public utility‖ is hereby defined to 

http://www.erc.gov.ph/
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include every individual, co-partnership, association, 
corporation or joint stock company, their lessees, trustees 
or receivers appointed by any court whatsoever, that now 
or hereafter may own, operate, manage or control within 
the Philippine Islands any steam railroad, street railway, 
traction railway, canal, express, subway, pipe line, gas, 
electric light, heat, power, water, oil, sewer, telephone, 
telegraph system, plant, or equipment for public use 
under privileges granted or hereafter to be granted by the 
Government of the Philippine Islands or by any political 
subdivision thereof.‖ 

 
It is undeniable that all kinds of rail transport system are 

considered as ―public utilities‖. Act No. 2307 was subsequently 
repealed by C.A. No. 146, otherwise known as the Public Service 
Law. While the new law (C.A. No. 146) used the term ―public service‖ 
in lieu of ―public utility, it maintained the definition of what are ―public 
utilities/public services‖. Thus, Section 13 (b) of C.A. No. 146 states: 

 
―(b) The term ―public service‖ includes every person 

that now or hereafter may own, operate, manage, or 
control in the Philippines, for hire or compensation, with 
general or limited clientele, whether permanent, 
occasional or accidental, and done for general use 
business purposes, any common carrier, railroad, street 
railway, traction railway, sub-way motor vehicle, either 
for freight or passenger, or both with or without fixed route 
and whatever may be its classification, freight or carrier 
service of any class, express service, steamboat, or 
steamship line, pontines, ferries, and water craft, engaged 
in the transportation of passengers or freight or both, 
shipyard, marine railway, marine repair shop, wharf or 
dock, ice plant, ice-refrigeration plant, canal, irrigation 
system, gas, electric light, heat and power, water supply 
and power, petroleum, sewerage system, wire or wireless 
communications system, wire or wireless broadcasting 
stations and other similar public services: Provided, 
however, That a person engaged in agriculture, not 
otherwise a public service, who owns a motor vehicle and 
uses it personally and/or enters into a special contract 
whereby said motor vehicle is offered for hire or 
compensation to a third party or third parties engaged in 
agriculture, not itself or themselves a public service, for 
operation by the latter for a limited time and for specific 
purpose directly connected with the cultivation of his or 
their farm, the transportation, processing, and marketing 
of agricultural products of such third party or third parties 
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shall not be considered as operating a public service for 
the purpose of this Act.‖  

 
 Again, all kinds of rail transport system were still considered as 
―public utilities‖. Such definition remains to be so until today and a rail 
transport system operated for public transport is still considered as 
―public services‖ covered by the provisions of C.A. No. 146. For this 
reason, it cannot be denied that the LRT/MRT systems, which are 
classified as rail transport, are, by definition, ―public services‖.  
 

As ―public services‖, they are subject to regulation, not only as 
regards their route and the quality of service they offer to the public, 
but also as regards the manner of fixing the rate of fees that they 
impose for the use of their services. As a consequence, they cannot 
unilaterally increase the rates without prior notice and hearing, and 
without the prior approval by a regulatory agency which should look 
into the propriety of such rates before they can be implemented. In 
Pangasinan Transport Corporation vs. The Public Service 
Commission,30 the Supreme Court re-stated the importance of 
regulating the operations of ―public services‖ when it ruled that: 
 

―Moreover, Commonwealth Acts Nos. 146 and 454 
are not only the organic acts of the Public Service 
Commission but are ‗a part of the charter of every utility 
company operating or seeking to operate a franchise‘ in 
the Philippines. (Streator Aqueduct Co. v. et al., 295 Fed. 
385.) The business of a common carrier holds such a 
peculiar relation to the public interest that there is 
superinduced upon it the right of public regulation. When 
private property is ‗affected with a public interest it ceased 
to be juris privati only.‘ When, therefore, one devotes his 
property to a use in which the public has an interest, he, 
in effect, grants to the public an interest in that use, and 
must submit to be controlled by the public for the common 
good, to the extent of the interest he has thus created. He 
may withdraw his grant by discounting the use, but so 
long as he maintains the use he must submit to control. 
Indeed, this right of regulation is so far beyond question 
that it is well settled that the power of the state to exercise 
legislative control over public utilities may be exercised 
through boards of commissioners. (Fisher vs. Yangco 
Steamship Company, 31 Phil., 1, citing Munn vs. Illinois, 
94 U.S. 113; Georgia R. & Bkg. Co. vs. Smith, 128 U.S. 
174; Budd vs. New York, 143 U.S. 517; New York etc. R. 
Co. vs. Bristol 151 U.S. 556, 571; Connecticut etc. R. 
Co. vs. Woodruff, 153 U.S. 689; Louisville etc. Ry 

                                                           
30 G.R. No. 47065, June 26, 1940. 
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Co. vs. Kentucky, 161 U.S. 677, 695.) This right of the 
state to regulate public utilities is founded upon the 
police power, and statutes for the control and 
regulation of utilities are a legitimate exercise thereof, 
for the protection of the public as well as of the 
utilities themselves. Such statutes are, therefore, not 
unconstitutional, either impairing the obligation of 
contracts, taking property without due process, or denying 
the equal protection of the laws, especially inasmuch as 
the question whether or not private property shall be 
devoted to a public and the consequent burdens assumed 
is ordinarily for the owner to decide; and if he voluntarily 
places his property in public service he cannot complain 
that it becomes subject to the regulatory powers of the 
state. (51 C. J., sec. 21, pp. 9-10.) in the light of 
authorities which hold that a certificate of public 
convenience constitutes neither a franchise nor contract, 
confers no property right, and is mere license or privilege. 
(Burgess vs. Mayor & Alderman of Brockton, 235 Mass. 
95, 100, 126 N. E. 456; Roberto vs. Commisioners of 
Department of Public Utilities, 262 Mass. 583, 160 N. E. 
321; Scheible vs. Hogan, 113 Ohio St. 83, 148 N. E. 581; 
Martz vs. Curtis [J. L.] Cartage Co. [1937], 132 Ohio St. 
271, 7 N. E. [d] 220; Manila Yellow Taxicab 
Co. vs. Sabellano, 59 Phil., 773.)‖ 

 
 2. The LRT/MRT, as “public utilities” and “public 
services” are subject to regulation pursuant to the provisions of 
C.A. No. 146 and related laws even if they are operated by the 
National Government, its agencies or by any of its owned or 
controlled corporations. 
 
 Indeed, both the LRT and the MRT are being operated by 
entities of the National Government. The LRT is owned and operated 
by the LRTA, a wholly owned government corporation attached to the 
DOTC, and by the MRT 3 Office, an agency of the DOTC. But this 
fact does not exempt them from being regulated as ―public services‖.  
 

The operations of government corporations, whether created 
under the corporation code or with original charter, which are 
engaged in the operation and maintenance of ―public services‖ are 
likewise subject to regulation, just like private entities engaged in 
similar activities. While government corporations with legislative 
franchise are exempted from securing certificates of public 
convenience, their operations are still subject to government 
regulations.  
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 It is worthwhile to note and look into how the law on ―public 
services‖ developed in so far as the regulation of government 
operated ―public services‖ is concerned. The original text of Section 
13 of C.A. No. 146 before it was amended states:  
 

―Section 13. Except as otherwise provided herein, 
the Commission shall have general supervision and 
regulation of jurisdiction and control over, all public 
services, and also over their property, property rights, 
equipment, facilities, and franchises so far as may be 
necessary for the purpose of carrying out the provisions 
of this Act and in the exercise of its authority it shall have 
the necessary powers and the aid of the public force: 
Provided, however, That the Commission shall have no 
control or jurisdiction over ice plants, cold storage plants, 
or any public services operated by the Government of the 
United States in the Philippines exclusively for its own use 
and not to serve private persons for pay or compensation, 
nor over municipal warehouses nor animal-drawn 
vehicles: Provided, further, That the Commission shall nor 
exercise any control or supervision over air craft in the 
Philippines, except with regard to the fixing of maximum 
passenger and freight rates, nor over the Manila Railroad 
Company until the same shall be controlled by the 
Government of the Philippines, nor over radio companies 
or concerns except as regards the fixing of rates: 
Provided, further, That the control and jurisdiction of the 
Commission over ships shall be limited to the fixing of 
freight and passenger rates.‖ 

 
 As worded, C.A. No. 146 did not expressly require that ―public 
services‖ operated by the National Government, or any of its 
agencies, should be subject to the jurisdiction of the Public Service 
Commission (PSC), and as such, were not subject to the regulatory 
requirements and processes prescribed by the said commission. C.A. 
No. 146 was subsequently amended by Commonwealth Act No. 454. 
As a result of the amendment, Section 13 was rephrased, the former 
Section 14 was transposed as subsection b of Section 13, and a sub-
section c was added, to wit: 
 

―SEC. 13.  (a) The Commission shall have 
jurisdiction, supervision, and control over all public 
services and their franchises, equipment, and other 
properties, and in the exercise of its authority, it shall 
have the necessary powers and the aid of the public 
force:  Provided, That it shall have no authority to require 
steamboats, motorships and steamship lines, whether 
privately owned, or owned or operated by any 
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Government controlled corporation or instrumentality, to 
obtain certificates of public convenience or to prescribe 
their definite routes or lines of service; 
  

―(b) The term ‗public service‘ includes every person 
that now or hereafter may own, operate, manage, or 
control in the Philippines, for hire or compensation, with 
general or limited clientele, whether permanent, 
occasional or accidental, and done for general business 
purposes, any common carrier, railroad, street railway, 
traction railway, sub-way, motor vehicle, either for freight 
or passenger, or both, with or without fixed route, and 
whatever may be its classification, freight or carrier 
service of any class, express service steamboat or 
steamship line, ponties, ferries, and small water craft, 
engaged in the transportation of passengers and freight, 
shipyard, marine railway, marine repair shop, warehouse, 
wharf or dock, ice plant, ice-refrigeration plant, canal, 
irrigation system, sewerage, gas, electric light, heat and 
power, water supply and power, petroleum, sewerage 
system, telephone, wire or wireless telegraph system and 
broadcasting radio stations. 
  

―(c) The word ‗person‘ includes every individual, 
copartnership, joint-stock company or corporation, 
whether domestic or foreign, their lessees, trustees or 
receivers, as well as any municipality, province branch or 
agency of the Government of the Philippines, and 
whatever other persons or entities that may own or 
possess or operate public services.‖ 
 
In addition to such rephrasing of Section 13, Act No. 454 added 

a new Section 14 which provides that: 
 

―SEC. 14.  The following are exempted from the 
provisions of the preceding section: 

  
―(a) Ice and refrigeration plants and other public 

services operated in the Philippines by the Government of 
the United States for its exclusive use and not to serve to 
persons for hire or compensation; 

  
―(b) Municipal warehouses; 
  
―(c) Vehicles drawn by animals and bancas moved 

by oar and/or sail; 
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―(d) Airships within the Philippines except as regard 
the fixing or their maximum rates on freight and 
passengers; 

  
―(e) Radio companies except with respect to the 

fixing of rates; 
  
“(f) Public services owned or operated by any 

instrumentality of the National Government or by any 
government-owned or controlled corporation.‖ 
(Emphasis supplied) 
 
By implication, public utilities operated by the National 

Government were not covered by Section 13 of C.A. No. 146, and as 
such were not under the regulatory jurisdiction of the PSC. With the 
said amendments, what was merely implied under C.A. No. 146 
became expressly provided for by Act No. 454 under Section 14 (f) 
thereof expressly exempting   ―(p)ublic services owned or operated by 
any instrumentality of the National Government or by any 
government-owned or controlled corporation‖. Interestingly, both 
Sections 13 and 14 of C.A. No. 146, as amended by Act No. 454, 
were in turn amended by R.A. 2677. Sections 13 and 14 of C.A. No. 
146 as amended by R.A. 2677 are now worded as follows: 

 
"Sec. 13. (a) The Commission shall have 

jurisdiction, supervision and control over all public 
services and their franchises, equipment, and other 
properties, and in the exercise of its authority, it shall 
have the necessary powers and the aid of public 
force: Provided, That public services owned or 
operated by government entities or government-
owned or controlled corporations shall be regulated 
by the Commission in the same way as privately-
owned public services, but certificates of public 
convenience or certificates of public convenience and 
necessity shall not be required of such entities or 
corporations: And provided, further, That it shall have no 
authority to require steamboats, motorships and 
steamship lines, whether privately-owned, or owned or 
operated any government controlled corporation or 
instrumentality to obtain certificate of public convenience 
or to prescribe their definite routes or lines of service. 

 
"(b) The term 'public service' includes every person 

that now or hereafter may own, operate, manage, or 
control in the Philippines, for hire or compensation, with 
general or limited clientele, whether permanent, 
occasional or accidental, and done for general business 
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purposes, any common carrier, railroad, street railway, 
traction railway, sub-way motor vehicle, either for freight 
or passenger, or both with or without fixed route and 
whatever may be its classification, freight or carrier 
service of any class, express service, steamboat, or 
steamship line, pontines, ferries, and water craft, engaged 
in the transportation of passengers or freight or both, 
shipyard, marine railway, marine repair shop, wharf or 
dock, ice plant, ice-refrigeration plant, canal, irrigation 
system, gas electric light, heat and power, water supply 
and power, petroleum, sewerage system, wire or wireless 
communications system, wire or wireless broadcasting 
stations and other similar public 
services: Provided, however, That a person engaged in 
agriculture, not otherwise a public service, who owns a 
motor vehicle and uses it personally and/or enters into a 
special contract whereby said motor vehicle is offered for 
hire or compensation to a third party or third engaged in 
agriculture, not itself or themselves a public service, for 
operation by the latter for a limited time and for a specific 
purpose directly connected with the cultivation of his or 
their farm, the transportation, processing, and marketing 
of agricultural products of such third party or third parties 
shall not be considered as operating a public service for 
the purposes of this Act. 

 
"(c) The word 'person' includes every individual, 

copartnership, joint-stock company or corporation, 
whether domestic or foreign, their lessees, trustees or 
receivers, as well as any municipality, province, city, 
government-owned or controlled corporation, or agency of 
the Government of the Philippines, and whatever other 
persons or entities that may own or possess or operate 
public services." (Emphasis supplied) 

 
"Sec. 14. The following are exempted from the 

provisions of the preceding section: 
 
"(a) Warehouses; 
 
"(b) Vehicles drawn by animals and bancas moved 

by oar or sail, and tugboats and lighters; 
 
"(c) Airships within the Philippines except as 

regards the fixing of their maximum rates on freight and 
passengers; 
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"(d) Radio companies except with respect to the 
fixing of rates; 

 
"(e) Public services owned or operated by any 

instrumentality of the National Government or by any 
government-owned or controlled corporation, except 
with respect to the fixing of rates." 
 
Clearly, with the amendments introduced by R.A. 2677, 

although public services operated by government entities, including 
government-owned or controlled corporations, were exempted from 
securing certificate of public convenience, they became subject to the 
regulatory powers of the PSC. As a result, they were required to get 
prior approval of the PSC before they could increase their rates, and 
were also subject to the other requirements imposed by the PSC.  

 
As things stand, it can be concluded without fear of 

contradiction that the intent of the law is to subject public services 
operated by government entities including government-owned or 
controlled corporations to the regulatory authorities of concerned 
government agencies.  

 
As a result, they are bound to comply with the requirements of 

C.A. No. 146, as amended, especially as regards the rates of fees 
that they are to impose on those availing their services. The 
LRT/MRT are bound by such regulations, and may only increase their 
fare rates after prior notice and hearing with prior approval by the 
appropriate government agency primarily tasked to regulate and 
oversee the operations of ―public services‖. 
 
 

II. WHETHER OR NOT DEPARTMENT ORDER 
MANDATING THE FARE RATE INCREASE FOR 
LRT/MRT WAS VALIDLY ISSUED BY 
RESPONDENT  SECRETARY. 

 
 
The Department Order 
mandating the fare rate increase 
for LRT/MRT is void.  
---------------------------------------------- 
 

1. The respondent Secretary of the DOTC has no 
authority/jurisdiction to resolve fare adjustments/increases of 
the LRT/MRT as “public services”. 

 
It is a basic rule that jurisdiction is conferred by law. So much 

so that no court or tribunal can adjudicate any matter unless there is 
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a law conferring such jurisdiction to adjudicate on such matter. In 
Angelito P. Magno vs. People of the Philippines, et al.31, it was 
held that: 

 
―There is no rule in procedural law as basic as the 

precept that jurisdiction is conferred by law, and any 
judgment, order or resolution issued without it is void and 
cannot be given any effect. This rule applies even if the 
issue on jurisdiction was raised for the first time on appeal 
or even after final judgment. 

 
―We reiterated and clarified the rule further 

in Felicitas M. Machado, et al. v. Ricardo L. Gatdula, et 
al., as follows: 

  
―‗Jurisdiction over a subject matter is conferred 

by law and not by the parties‘ action or 
conduct. Estoppel generally does not confer 
jurisdiction over a cause of action to a tribunal where 
none, by law, exists. In Lozon v. NLRC, we declared 
that: 

  
―‗Lack of jurisdiction over the subject 

matter of the suit is yet another matter. 
Whenever it appears that the court has no 
jurisdiction over the subject matter, the action 
shall be dismissed. This defense may be 
interposed at any time, during appeal or even 
after final judgment. Such is understandable, 
as this kind of jurisdiction is conferred by law 
and not within the courts, let alone the parties, to 
themselves determine or conveniently set 
aside.‘‖ 

  
This same precept is applicable to the determination if there is 

basis to increase the fare rate of public utilities/public services like the 
LRT/MRT. As a regulated industry, they cannot increase their rates 
as a matter of right, or whim, as it were. They have to establish their 
entitlement to such increase by providing sufficient proof or 
justification therefor. The public, or any oppositor for that matter, is 
also entitled to be heard. In other words, the determination of the rate 
increase includes both investigative and adjudicative powers. As 
such, the determination of a fare adjustment/increase, including that 
of the LRT/MRT is a quasi-judicial function.  

 

                                                           
31 G.R. No. 171542, April 6, 2011. 
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Quasi-judicial powers involve the power to hear and determine 
questions of fact to which the legislative policy is to apply and to 
decide in accordance with the standards laid down by law itself in 
enforcing and administering the same law.32 In Vigan Electric Light 
Co., Inc. vs. Public Service Commission33,this Honorable Court 
has made a categorical classification as to when the rate-filing power 
of administrative bodies is quasi-judicial, thus: 
 

―Moreover, although the rule-making power and 
even the power to fix rates- when such rules and/or rates 
are meant to apply to all enterprises of a given kind 
throughout the Philippines-may partake of a legislative 
character, such is not the nature of the order complained 
of. Indeed, the same applies exclusively to petitioner 
herein. What is more, it is predicated upon the finding of 
fact-based upon a report submitted by the General 
Auditing Office-that petitioner is making a profit of more 
than 12% of its invested capital, which is denied by 
petitioner. Obviously, the latter is entitled to cross-
examine the maker of said report, and to introduce 
evidence to disprove the contents thereof and/or explain 
or complement the same, as well as to refute the 
conclusion drawn therefrom by the respondent. In other 
words, in making said finding of fact, respondent 
performed a function partaking of a quasi-judicial 
character, the valid exercise of which demands previous 
notice and hearing.‖ 
 
Such function or authority may only be exercised by the tribunal 

or body specifically conferred by law with such power/authority. 
Corollarily, without such conferment by law, such 
tribunal/body/agency cannot, on its own, assume the exercise of such 
power/authority. 

 
In this case, the powers of the DOTC are defined by Section 5 

of Executive Order No. 125-A as follows: 
 

"Sec. 5. Powers and Functions. To accomplish its 
mandate, the Department shall have the following powers 
and functions: 

 
―(a) Formulate and recommend national policies 

and guidelines for the preparation and implementation of 
integrated and comprehensive transportation and 

                                                           
32 Smart Communications, Inc. et al. vs. National Telecommunications 
Commission, 456 Phil. 145, 156 (2003). 
33 SCRA 46 (1964). 
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communications systems at the national, regional and 
local levels; 

―(b) Establish and administer comprehensive and 
integrated programs for transportation and 
communications, and for this purpose, may call on any 
agency, corporation, or organization, whether public or 
private, whose development programs include 
transportation and communications as an integral part 
thereof, to participate and assist in the preparation and 
implementation of such program; 

―(c) Assess, review and provide direction to 
transportation and communication research and 
development programs of the government in coordination 
with other institutions concerned; 

―(d) Administer and enforce all laws, rules and 
regulations in the field of transportation and 
communications; 

―(e) Coordinate with the Department of Public 
Works and Highways in the design, location, 
development, rehabilitation, improvement, construction, 
maintenance and repair of all infrastructure projects and 
facilities of the Department. However, government 
corporate entities attached to the Department shall be 
authorized to undertake specialized telecommunications, 
ports, airports and railways projects and facilities as 
directed by the President of the Philippines or as provided 
by law; 

―(f) Establish, operate and maintain a nationwide 
postal system that shall include mail processing, delivery 
services, and money order services and promote the art 
of philately; 

―(g) Issue certificates of public convenience for the 
operation of public land and rail transportation utilities and 
services; 

―(h) Accredit foreign aircraft manufacturers and/or 
international organizations for aircraft certification in 
accordance with established procedures and standards; 

―(i) Establish and prescribe rules and regulations for 
identification of routes, zones and/or areas of operations 
of particular operators of public land services; 

―(j) Establish and prescribe rules and regulations for 
the establishment, operation and maintenance of such 
telecommunications facilities in areas not adequately 
served by the private sector in order to render such 
domestic and overseas services that are necessary with 
due consideration for advances in technology; 

―(k) Establish and prescribe rules and regulations 
for the operation and maintenance of a nationwide postal 
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system that shall include mail processing, delivery 
services, money order services and promotion of 
philately; 

―(l) Establish and prescribe rules and regulations for 
issuance of certificates of public convenience for public 
land transportation utilities, such as motor vehicles, 
trimobiles and railways; 

―(m) Establish and prescribe rules and regulations 
for the inspection and registration of air and land 
transportation facilities, such as motor vehicles, 
trimobiles, railways and aircrafts; 

―(n) Establish and prescribe rules and regulations 
for the issuance of licenses to qualified motor vehicle 
drivers, conductors, and airmen; 

―(o) Establish and prescribe the corresponding rules 
and regulations for the enforcement of laws governing 
land transportation, air transportation and postal services, 
including the penalties for violations thereof, and for the 
deputation of appropriate law enforcement agencies in 
pursuance thereof; 

―(p) Determine, fix and/or prescribe charges and/or 
rates pertinent to the operation of public air and land 
transportation utility facilities and services, except such 
rates and/or charges as may be prescribed by the Civil 
Aeronautics Board under its charter, and, in cases where 
charges or rates are established by international bodies 
or associations of which the Philippines is a participating 
member or by bodies or associations recognized by the 
Philippine government as the proper arbiter of such 
charges or rates; 

―(q) Establish and prescribe the rules, regulations, 
procedures and standards for the accreditation of driving 
schools; 

―(r) Administer and operate the Civil Aviation 
Training Center (CATC) and the National 
Telecommunications Training Institute (NTTI); and 

―(s) Perform such other powers and functions as 
may be prescribed by law, or as may be necessary, 
incidental, or proper to its mandate or as may be 
assigned from time to time by the President of the 
Republic of the Philippines." 
 
Originally, the powers of the DOTC defined in pars. h, j, k, l, m, 

n, o, p and q of Section 5 were included in Section 5 by way of 
amendment introduced by E.O. 125-A to E.O. 125. The said 
paragraphs h, j, k, l, m, n, o, p and q were originally included in 
Section 13 of E.O. 125 which defines the powers and functions of the 
defunct Board of Land Transportation.  
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In other words such powers and functions were originally 

conferred on the Board of Land Transportation under Section 13 of 
E.O. 125, but such powers and functions were transferred to the 
Department proper as a result of the amendments introduced by 
Section 2 of E.O. 125-A expressly deleting the said Section 13 which 
resulted in the abolition of the said Board of Land Transportation.  

 
The staff functions of the BLT were transferred to the DOTC, its 

line functions to the regional offices and its quasi-judicial function to 
the DOTC proper.34 However, the transfer to the department proper 
of the quasi-judicial function of the BLT did not automatically vest on 
the Secretary of the DOTC such quasi-judicial functions. 

 
The powers and functions of the Secretary are defined in 

Section 10 of E.O. 125-A as follows: 
 

―Sec. 10. Structural Organization. The Department, 
aside from the Department proper which is comprised of 
the Offices of the Secretary, Undersecretary and 
Assistant Secretaries shall include the Department 
regional offices and the attached agencies and 
corporations referred to in Section 14 hereof. 

 
―The Office of the Secretary shall have direct 

line supervision and control over the Department 
regional offices. The Department proper shall be 
responsible for developing and implementing 
policies, plans, programs and projects for the 
Department." 
 
 Expressly, the Secretary of the DOTC is conferred by E.O. 

125-A with ―direct line supervision and control over the Department 
regional offices‖, and the department proper is given the duty to 
formulate, develop and implement ―policies, plans, programs and 
projects for the Department‖. There is no conferment of any quasi-
judicial function to the DOTC Secretary or to the Department proper 
itself. Consequently, the authority to approve applications for 
Certificate of Public Convenience, including fare increases, is 
conferred to other agencies of the DOTC.  

 
In fact, although there is an express conferment of authority to 

grant Certificates of Public Convenience and determine fare rates for 
―public services‖, the Secretary of the DOTC has no authority to 
exercise such quasi-judicial functions, because only the Land 
Transportation Franchising and Regulatory Board  has the jurisdiction 

                                                           
34 Please see: Section 4, E.O. 125. 
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to exercise such function, in the same manner that other boards and 
agencies attached to the DOTC were granted the quasi -judicial 
authority to act on other matters like Maritime Industry Authority with 
respect to sea going vessels and the Civil Aeronautics Board as 
regards air transportation.  

 
Simply stated, these quasi-judicial functions conferred under 

the said sub-paragraphs of Section 5 of E.O. 125 are to be exercised, 
not directly by the Secretary of the DOTC, but through its aforesaid 
agencies. The Secretary of the DOTC has no authority at all to 
directly exercise such quasi-judicial functions. 

 
To emphasize, the LRT/MRT cannot claim such increase as a 

matter of right, and the DOTC or any agency for that matter, cannot 
grant such increase ex-parte, because any such increase should be 
based on reasonable grounds to be determined in a quasi-judicial 
proceeding. The Secretary of the DOTC simply does not have any 
conferred authority and there is no available procedure within the 
DOTC to properly consider the propriety of a fare rate increase for the 
LRT/MRT.  

 
Under the circumstances, the DOTC, through its Secretary 

cannot usurp such adjudicatory power exclusively vested to a specific 
tribunal. In doing so, it puts into jeopardy the interest of the public.  
Thus, applying the ruling in Magno vs. People,35 the action of the 
respondent Secretary in issuing the assailed Department Order is 
void ab initio. 
 

2. Likewise, the respondent LRTA has no regulatory 
authority empowering it to increase the fare rate of the LRT and 
the MRT. 

 
Pertinently, Section 2 of Presidential Decree 2029 defines 

government-owned or controlled corporations as follows: 
 
―Sec. 2. Definition. — A government-owned or 

controlled corporation is a stock or a non-stock 
corporation, whether performing governmental or 
proprietary functions, which is directly chartered by a 
special law or if organized under the general corporation 
law is owned or controlled by the government directly, or 
indirectly through a parent corporation or subsidiary 
corporation, to the extent of at least a majority of its 
outstanding capital stock or of its outstanding voting 
capital stock; 

 

                                                           
35 Supra, note 30. 
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 To reiterate, respondent LRTA is a government corporation with 
original charter which was given legislative franchise to operate and 
maintain a light rail system. Absent any indications to the contrary, it 
can be validly posited that that the LRTA was created as a 
government corporation to attain specific proprietary objectives. 
Presidential Decree 2029, laid down valid grounds for establishing 
government corporations. Section 5 of the same decree provides: 

 
―Sec.  5. Criteria for using the corporate form. — 

The use of the corporate form of enterprise shall be 
authorized only on the basis of the following criteria:  

 
―(a) Where there exists a demonstrated need for 

greater flexibility in its operations, and which by the 
nature of the good or service to be provided cannot 
be effectively undertaken by the regular line agency 
form of organization; and  

 
―(b) Where financial viability or the ability of the 

corporation to support its operations from its own internal 
cash generation without operating losses at the very 
least, and without any special privileges or assistance 
from the national government can be reasonably 
expected.‖ (Emphasis supplied) 

 
 The above-cited provision provides us with a glimpse, not only 
on the reason for creating government entities using corporate form, 
but also as to the nature and extent of the powers/authorities of such 
government corporations. 
 

Evidently, government corporations, like the LRTA, is not a 
―regular line agency‖ of the government. The LRTA, being engaged in 
the operation and maintenance of light rail system, an activity which 
can in fact be operated by private enterprises, is not granted with any 
governmental powers. By the nature of its structure and the purpose 
of its creation, it can only perform proprietary functions. This is clear 
from its Charter where it is granted, to reiterate, the authority for the 
―construction, operation, maintenance, and/or lease of light rail transit 
systems‖. It was not given the authority to regulate the light rail 
transit industry, what was granted to it was the privilege to operate 
such mode of transportation.Its nature as a Government owned 
corporation with proprietary functions has been affirmed by this 
Honorable Court in Light Rail Transit Authority vs. Central Board 
Of Assessment Appeals,36 wherein it was held that: 
 

                                                           
36 G.R. No. 127316. October 12, 2000. 
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―Though the creation of the LRTA was impelled by 
public service -- to provide mass transportation to 
alleviate the traffic and transportation situation in Metro 
Manila -- its operation undeniably partakes of ordinary 
business. Petitioner is clothed with corporate status 
and corporate powers in the furtherance of its 
proprietary objectives. Indeed, it operates much like 
any private corporation engaged in the mass 
transport industry. Given that it is engaged in a 
service-oriented commercial endeavor, its 
carriageways and terminal stations are patrimonial 
property subject to tax, notwithstanding its claim of being 
a government-owned or controlled corporation.‖ 
(Emphasis supplied) 

 
While the Board of Directors of the LRTA was granted the 

authority to ―prescribe rules and regulations in the conduct of its 
general business as well as to fix and implement the terms and 
conditions of its related activities‖, the same cannot possibly be 
construed or extended as a grant of authority to regulate the entire 
light rail industry. Simply stated, the powers of the Board of Directors 
pertains exclusively to the operations of the LRTA as a government 
corporation with proprietary function, and the exercise of such power, 
especially those that affects the public or its customers, are subject to 
review and approval of the government.  

 
To allow the LRTA to operate its business without government 

regulations will be contrary to public policy and public interest, which 
were the primary reasons why strict government regulations are 
imposed on those engaged in ―public services‖. This will violate the 
very reason why the LRTA had to get a legislative franchise before it 
could operate its business. Under the circumstances, the LRTA has 
no authority to make any adjustments in its fare rate without proper 
approval from pertinent government regulatory body.  
 
 3. Prior notice and hearing are essential requirements 
for rate adjustments for “public services”. 
 

At the  risk of being repetitive, it must be reiterated that being a 
regulated industry, the LRT/MRT can not claim fare rate increases as 
a matter of right. They must show, by sufficient and convincing proof, 
that there was a basis for such increase, and that the riding public 
should also be given the right to oppose any such proposed increase.  

 
It is because of their nature as public utilities and the 

importance of the services they offer to the public that strict regulation 
as to their operation is required, specially on the fare rate they can 
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impose on their customers.37 The notice and hearing requirement 
should be strictly complied with to protect the rights and interests of 
the public if only to ensure that no unwarranted increase is imposed 
to the detriment of the public interest. 

 
In fact, a stricter rule is provided for other public utilities 

applying for rate increases. They have to comply with the rules and 
procedures prescribed by the appropriate government agencies. 
Those engaged in energy and electric generation and distribution 
have to comply with the procedures prescribed by the Energy 
Regulatory Commission, those in land transportation industry has to 
comply with the procedural requirements of the Land Transportation 
Franchising and Regulatory Board (LTFRB). Surely, the operators of 
the LRT/MRT are not exempted from the same strict procedural 
requirements for rate increases. 

 
As for the LTFRB, any fare adjustments, whether motu proprio 

or upon applications are required to comply with the publication, 
notice and hearing requirements.38 

 
The publication and notice are required to give any oppositors 

to the application the chance to file their written opposition to the 
verified application for fare increase. It is only after the publication 
and notice requirements  are complied with that the petition is heard 
by the LTFRB, during which both the applicant and the oppositors are 
given the opportunity to present evidence in support of their 
respective claims. It is only then that a resolution on the merits is 
issued.  

 
The rate increase mandated by the assailed Department Order 

did not comply with this publication, notice and hearing requirements, 
which are essential to its validity considering the nature and effect of 
such increase to the public interest. As such, the due process 
requirements were not observed which is a further ground showing 
that the mandated fare rate increase is void. In Ernesto B. 
Francisco, Jr., et al., vs. Toll Regulatory Board, et al. 39 
 

―In Manila International Airport Authority (“MIAA”) v. 
Blancaflor, the Court expounded on the necessity of a 
public hearing in rate fixing/increases scenario.  There, 
the Court ruled that the MIAA, being an agency attached 
to the Department of Transportation and Communications 
(―DOTC‖), is governed by Administrative Code of 1987, 
Book VII, Section 9 of which specifically mandates the 

                                                           
37 Please see: Pangasinan Transport vs. PSC, supra, note 29. 
38 Section 1, Rule 12, 2011 Rules of Procedure of the Land Transportation 
Franchising and Regulatory Board. 
39 Supra, note 8. 
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conduct of a public hearing.  Accordingly, the MIAA‘s 
resolutions, which increased the rates and charges for the 
use of its facilities without the required hearing, were 
struck down as void.  Similarly, as We do concede, the 
TRB, being likewise an agency attached to the DOTC, is 
governed by the same Code and consequently requires 
public hearing in appropriate cases.  It is, therefore, 
imperative that in implementing and imposing 
new, i.e. subsequent toll rates arrived at using the toll 
rate adjustment formula, the subject tollway 
operators and the TRB must necessarily comply not 
only with the requirement of publication but also with 
the equally important public hearing.  Accordingly, 
any fixing of the toll rate, which did not or does not 
comply with the twin requirements of public hearing 
and publication, must therefore be struck down as 
void.  In such case, the previously valid toll rate shall 
consequently apply, pending compliance with the twin 
requirements for the new toll rate.‖ (Emphasis supplied) 

  
4. The proposed rate increase was not published as 

required by law. 
 
For proceedings involving rate adjustments for ―public 

services‖, Section 9 of Executive Order No. 125 specifically requires 
the publication of the proposed rate increase, to wit: 

 
―SECTION 9. Public Participation. — (1) If not 

otherwise required by law, an agency shall, as far as 
practicable, publish or circulate notices of proposed rules 
and afford interested parties the opportunity to submit 
their views prior to the adoption of any rule.  

―(2) In the fixing of rates, no rule or final order shall 
be valid unless the proposed rates shall have been 
published in a newspaper of general circulation at least 
two (2) weeks before the first hearing thereon.  

―(3) In case of opposition, the rules on contested 
cases shall be observed.‖  
 
In this case, respondent Secretary Abaya, in issuing the 

assailed Department Order, referred to a supposed LRTA Board 
Resolution and to an MRT 3 Office ―recommendation‖ as basis for the 
increase in the fare rate, yet the contents of the LRTA Board 
Resolution as well as the MRT 3 Office recommendation were never 
made public. These were not published as required by law.  

 
As a matter of fact, the DOTC even failed and refused to furnish 

petitioner BAYAN copies of the said Board Resolution and 
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―recommendation‖. These are indications that the DOTC, LRTA and 
MRT 3 Office had no intention of disclosing all the facts regarding the 
increase and provided the public vague, dubious and even 
inconsistent grounds therefor, openly violating an imposed 
requirement of publication. It is not unlike the Grinch that stole the 
poor man‘s Christmas, taking instead of giving to the already 
suffering commuting public at large. 

 
5. The rate increase was approved without public 

hearing. 
 
Since the rate hike involves fare adjustment, a public hearing is 

required. To profess that it purportedly complied with the notice and 
hearing requirements, the DOTC, LRTA and the MRT 3 Office 
conducted  so-called ―public consultations‖ on February 4 and 
February 5, 2011, and on December 13, 2013. However, the public 
consultation was more of a public forum where the public was simply 
informed about the increase in rates. (Please see: Annexes ―F‖, ―G‖ 
and ―H‖) The public was not even given the opportunity to file its 
opposition to the rate increase.  

 
The public consultations were not sufficient to comply with the 

hearing requirement mandated by law. Such requirement necessarily 
includes the opportunity for the oppositors to file their written 
opposition, and the applicant and the oppositors are given the chance 
to prove their respective claims. It is only after such hearing that the 
rate increase is granted, if at all, and in granting the same, the 
opposition should also be considered.  

 
These were not followed by the DOTC, as in fact, the ―public 

consultations‖ they held were merely to inform that there would be an 
increase and the rate of the increase. There was even no attempt on 
the part of the DOTC, LRTA and MRTC to give an explanation of how 
they arrived at the increase and the factual and legal grounds, if any, 
for such increase.  

 
The purpose of a real and legitimate hearing is to establish the 

reasonableness of the increase, and the appropriate tribunal should 
render its findings which should not be based solely on the mere say 
so of the applicant, but on the evidence presented by both the 
applicant and the oppositors. The ruling of this Honorable Court in 
Francisco vs. TRB,40, equally applies to this case., thus:  

 
―It is apropos to state at this juncture that, in 

determining the reasonableness of the subsequent toll 
rate increases, it behooves the TRB to seek out the 

                                                           
40 Supra, note 8. 



Bayan v. Abaya | Petition 
Page 38 of 58 

 

Commission on Audit (‗COA‘) for assistance in examining 
and auditing the financial books of the public utilities 
concerned.  Section 22, Chapter 4, Subtitle B, Title 1, 
Book V of the Administrative Code of 1987 expressly 
authorizes the COA to examine the aforementioned 
documents in connection with the fixing of rates of every 
nature, including as in this case, the fixing of toll fees.  We 
have on certain occasions applied this provision. Manila 
Electric Company, Inc. v. Lualhati easily comes to mind 
where this Court tasked the Energy Regulatory 
Commission to seek the assistance of the COA in 
determining the reasonableness of the rate increases that 
MERALCO intended to implement.  We have consistently 
held that ‗the law is deemed written into every 
contract.‘ Being a provision of law, this authority of the 
COA under the Administrative Code should therefore be 
deemed written in the subject contracts i.e. the STOAs.  

  
―In this regard, during the examination and audit, 

the public utilities concerned are mandated to ‗produce all 
the reports, records, books of accounts and such other 
papers as may be required,‘ and the COA is empowered 
to ‗examine under oath any official or employee of the 
said public utilit[ies].‘ Any public utility unreasonably 
denying COA access to the aforementioned documents, 
unnecessarily obstructs the examination and audit and 
may be adjudged liable ‗of concealing any material 
information concerning its financial status, shall be 
subject to the penalties provided by law.‘  Finally, the TRB 
is further obliged to take the appropriate action on the 
COA Report with respect to its finding of reasonableness 
of the proposed rate increases.  

  
―Furthermore, while the periodic, interim and other 

toll rate adjustment formulas are indicated in the 
STOAs, it does not necessarily mean that the TRB should 
accept a rate adjustment predicated on the economic 
data, references or assumptions adopted by the toll 
operator.  At the end of the day, the final figures should 
be those of the TRB based on its appreciation of the 
relevant rate-influencing data.  In fine, the TRB should 
exercise its rate-fixing powers vested to it by law within 
the context of the agreed formula, but always having in 
mind that the rates should be just and 
reasonable.  Conversely, it is very well within the power of 
the TRB under the law to approve the change in the 
current toll fees.  Section 3 (d) of P.D. 1112 grants the 
TRB the power to ―[i]ssue, modify and promulgate from 
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time to time the rates of toll that will be charged the direct 
users of toll facilities.‖  But the reasonableness of a 
possible increase in the fees must first be clearly and 
convincingly established by the petitioning entities, i.e. the 
toll operators. Otherwise, the same should not be granted 
by the approving authority concerned.  In Philippine 
Communications Satellite Corporation v. Alcuaz, the 
Court had the opportunity to explain what is meant by a 
just and reasonable fixing of rates, thus: 
  

―‗Hence, the inherent power and authority of 
the State, or its authorized agent, to regulate the 
rates charged by public utilities should be subject 
always to the requirement that the rates so 
fixed shall be reasonable and just. A 
commission has no power to fix rates which are 
unreasonable or to regulate them arbitrarily. This 
basic requirement of reasonableness 
comprehends such rates which must not be so low 
as to be confiscatory, or too high as to be 
oppressive. 

  
“„What is a just and reasonable rate is not a 

question of formula but of sound business 
judgment based upon the evidence it is a 
question of fact calling for the exercise of 
discretion, good sense, and a fair, enlightened 
and independent judgment.  In determining 
whether a rate is confiscatory, it is essential also to 
consider the given situation, requirements and 
opportunities of the utility. A method often 
employed in determining reasonableness is the fair 
return upon the value of the property to the public 
utility x x x.  (Emphasis ours.)‘‖ 

 
The lack of notice/publication and a public hearing, and the 

failure of the DOTC to follow appropriate procedural requirements 
render the Department Order 2014-014 mandating the rate increase 
for LRT and MRT void ab initio. 
 
 6. The DOTC failed and refused to provide the 
petitioners, and the public, access to pertinent documents 
relative to the fare rate increase. 
 
 Not only did they fail to publish the LRTA Board Resolution and 
the MRT 3 ―recommendation‖, they also did not provide the public 
access to all documents pertinent to the fare rate increase. As of this 
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date, not one among the petitioners has seen a copy of either the 
LRTA Board Resolution or the MRT 3 Office recommendation.  
 
 There were repeated request for copies of such documents. 
These request were verbally reiterated during the public 
consultations. However, these request were never heeded. On June 
24, 2014, petitioner BAYAN sent a written request (Annex ―D‖) for 
copies of the said documents and all documents pertaining to the 
increase. However, instead of providing it with the documents, it was 
directed to access the DOTC web site (Annex ―E‖). As of this date, 
aside from the reference made by respondent Secretary Abaya in his 
assailed Department Order, there seems to be no evidence at all - to 
the knowledge of and despite diligent search by petitioners – that 
there were indeed such documents issued by the LRTA and the MRT 
3 Office. 
 

For all the above reasons, taken singly or collectively, the 
assailed Department Order mandating the fare rate increase for 
LRT/MRT is void and should not be given any effect. 
 
 

III. WHETHER OR NOT THERE IS SUFFICIENT 
BASIS TO INCREASE THE FARE RATES OF LRT 
LINES 1 AND 2 AND MRT LINE 3. 

 
 
The LRTA Board Resolution 
approving the fare increase and 
the concurrence of LTFRB are 
highly questionable. 
---------------------------------------------- 
 
 Department Order No. 2014-014 summarily directed: 

 
―The distance-based fare scheme will be adopted using 
the PhP 11.00 (base fare) + PhP 1.00 (per kilometer) 
formula in accordance with: (1) the Board Resolution of 
the Light Rail Transit Authority with the concurrence of the 
Land Transportation Franchising Regulatory Board, and 
(2) the recommendation of the MRT-3 Office.‖  
 
As already pointed out, the cited LRTA board resolution 

concurred in by the LTFRB and the MRT 3 Office ―recommendation‖ 
were not published nor made available to the public. However, 
following President Benigno Aquino III‘s directive in his 4th State of 
the Nation Address on July 22, 2013, respondent Secretary Abaya 
annouced that the LRTA has approved a board resolution proposing 
a P10 fare increase in LRT Lines 1 and 2 and the Metro Rail Transit 
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Line 3. Aside from the said LRTA board resolution, no other 
subsequent board resolution regarding the LRT and MRT fare 
increases has been publicly mentioned or announced. 

 
Be it noted that the LRTA board resolution was approved when 

the LRT 1 was not yet privatized. The assumption of the fare hike 
was that government would be the one collecting any fare increase. 
However, said resolution was already superseded by the signing of 
the 32-year concession agreement between the DOTC and the Light 
Rail Manila Consortium owned by Ayala Corporation and Metro 
Pacific Inc. on October 2, 2014.  

 
After winning the bid for the Light Rail Transit Line 1 Cavite 

extension, the Light Rail Manila Consortium said that it is waiting for a 
long-delayed rate increase for the railway line, saying this was a 
crucial requirement before banks would lend it money to finance its 
share of the P65-billion project. Metro Pacific Investments Corp. 
(MPIC) president Jose Ma. K. Lim has been quoted in the media as 
telling reporters that they hoped to settle financial arrangements 
sooner, given that the Light Rail Manila Consortium, mainly 
comprised of MPIC and Ayala Corp., would start construction of the 
Cavite extension ―immediately‖ upon takeover or within the next 12 
months.41  

  
According to a DOTC-LRTA study, the executive report of 

which was issued on October 27, 201042, the objective of the fare 
hike is to “Send clear signal to private sector investors that regulatory 
risks will be minimized in future public-private partnership projects”, 
the apparent centerpiece economic program of the Aquino 
administration. Hence, the concession agreement provides for fare 
increase for LRT Line 1 at the rate of PhP 12.00 (base fare) + PhP 
1.00 (per kilometer). 

  
Under the concession agreement, it is the private operator 

LRMC who will be entitled to all fares collected from LRT 1. Thus, the 
DOTC handed a significant fare hike to private operators without the 
latter even applying for a fare hike, and without benefit of any public 
hearing especially after the operations of LRT 1 was privatized. The 
private operators should first apply for a fare hike and present the 
basis for such an increase. It must present evidence on what costs it 

                                                           
41 ―The rate increase is quite important for financial closing,‖ Lim said. ―We don‘t 
know when the government will implement [the increase]. They were supposed 
to do that last Aug. 1 but they have not yet implemented it.‖ Quotes from 
http://business.inquirer.net/179909/winning-bidder-awaits-lrt-1-rate-hike. Last 
accessed January 2, 2014.  
42 A copy of the executive report obtained by petitioner BAYAN is attached as 
Annex “J”. The document was informally received from the DOTC after the 
February 2011 consultation when prodded further for information.  

http://business.inquirer.net/179909/winning-bidder-awaits-lrt-1-rate-hike
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seeks to recover, if it is allowed to all. Public hearings regarding the 
application should also have been conducted. 

 
The claim that the LRTA Board Resolution approving the fare 

hike for LRT and MRT is with the concurrence of the LTFRB is highly 
questionable and even anomalous. The Board of Directors of LRTA is 
composed of eight (8) ex-officio cabinet members namely the 
Secretary of the DOTC as Chairman, the respective Secretaries of 
the DPWH, DBM, DOF and NEDA, the Chairman of the MMDA and 
the LTFRB and the Administrator of the LRTA and one (1) 
representative from the private sector.  

 
The signature of the LTFRB Chairman in the LRTA Board 

Resolution approving the fare increases might be the one being 
referred to as ―the concurrence of the LTFRB‖ with the LRTA Board 
Resolution. The said signature of the LTFRB Chairman is not the 
same or equivalent to the approval of the LTFRB Board of the fare 
increases after undergoing the required publication, notice and 
hearing pursuant to its Rules of Procedure. The LTFRB did not 
conduct the requisite notice and hearing as provided in its Rules of 
Procedures. 

 
 

The fare increase is arbitrary 
with no basis/formula for 
computation of the fare 
increases presented. 
---------------------------------------------- 
 

The LRTA and the DOTC have so far failed to present valid and 
urgent reasons to implement the fare hike.  

 
The DOTC and LRTA claim that the full cost fare for LRT/MRT 

ranges from P 35.77 to P 60.75, which is way above the average 
actual fare of P 12.30 to P 14.20.43 Based on this unsubstantiated 
comparison, the LRTA/DOTC calculated that government ―subsidies‖ 
for the LRT/MRT reached P 13.85 billion in 2009. Without adjusting 
the fares, it further estimated that subsidies could grow to P 17.06 
billion in 2011. This, for the LRTA/DOTC, is the single biggest 
justification to increase the LRT/MRT fares. 

 

                                                           
43 From the BAYAN position paper available at 
http://www.bayan.ph/2013/12/12/we-say-no-to-the-lrt-and-mrt-fare-hike/ and 
reported by the Philippine Star at 
http://www.philstar.com:8080/nation/2013/12/12/1267238/bayan-position-paper-
train-fare-hike-unnecessary. Last accessed January 2, 2014. The figures were 
obtained from the DOTC-LRTA study attached as Annex ―J‖. 

http://www.bayan.ph/2013/12/12/we-say-no-to-the-lrt-and-mrt-fare-hike/
http://www.philstar.com:8080/nation/2013/12/12/1267238/bayan-position-paper-train-fare-hike-unnecessary
http://www.philstar.com:8080/nation/2013/12/12/1267238/bayan-position-paper-train-fare-hike-unnecessary
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The 2010 DOTC and LRTA study outlined three proposals for a 
restructured MRT/LRT fare, and chose the proposal which would 
yield the biggest revenues, without stating any other basis why this, 
and not the two other proposals, was approved. Not only did the 
study fail to establish the basis of the P35.75 and P60.75 full cost 
fare, it also failed to establish why the P11.00-plus-P1.00-for-every-
kilometer fare structure was the best option.44 

 
In the absence of a meticulous breakdown of the full cost fare, it 

is necessary to assume that a huge portion of the P35.77 to P60.75 
is actually made up of the debt service burden of the LRTA and 
DOTC for the light rail infrastructure. Respondent Secretary 
Abaya‘s own subsequent public admission confirms that the fare hike 
will neither go to further service improvement nor railway operations: 

 
Abaya: Money from MRT fare hike will go to private firm45 
GMA Network News 
December 28, 2014 9:04pm 
 

(Updated 5:13 p.m., Dec. 29) Instead of going into 
upgrades, the additional revenue from the imminent fare 
hike for the Metro Rail Transit 3 will be used to pay the 
multimillion-peso monthly fees to the private 
concessionaire that owns the train line. 

  
Department of Transportation and Communication 

(DOTC) Secretary Joseph Emilio Abaya admitted Sunday 
that the estimated P1 billion additional income the agency 
will collect annually from increasing the MRT fare will go 
to the escrow account set aside for the payment of the 
government's monthly dues to the MRT Corporation 
under the build-lease-transfer agreement. 

  
The income collected from MRT-3's operations is 

deposited in the escrow account as per the government's 
agreement with the railway line's private owner while the 
monthly payment to the MRTC is short by around P600 
million, Abaya explained. 

 
―Kung ano ang maidadagdag dito sa pamasahe, 

pupunta sa escrow. Doon sa P600 million na [kulang] 
monthly, ibabawas kung ano 'yung naipon for the month. 

                                                           
44 Please see Annex ―H‖. This was also mentioned in the LRTA 2011 
Accomplishment Report, available at 
http://www.lrta.gov.ph/upload/2011%20Accomplishment%20Report.pdf.  Last 
accessed January 2, 2015. 
45 http://www.gmanetwork.com/news/story/396534/economy/companies/abaya-
money-from-mrt-fare-hike-will-go-to-private-firm. Last accessed January 1, 2015. 

http://www.lrta.gov.ph/upload/2011%20Accomplishment%20Report.pdf
http://www.gmanetwork.com/news/story/396534/economy/companies/abaya-money-from-mrt-fare-hike-will-go-to-private-firm
http://www.gmanetwork.com/news/story/396534/economy/companies/abaya-money-from-mrt-fare-hike-will-go-to-private-firm
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Kung ano ang difference, yun ang ilalabas na pera ng 
gobyerno para sa month na 'yon,‖ he said. 

 
Abaya earlier said the fare hike for both the MRT 

and the Light Rail Transit Lines 1 and 2 will result in 
improved services for the railway systems, which have 
long been plagued by glitches and breakdowns. 

  
The fare increase, which will take effect on Jan. 4, 

has drawn flak from various sectors, including senators 
who said the DOTC should work on improving the MRT 
and LRT's facilities first before charging passengers 
more. 

  
Although the additional fare will not be used to 

overhaul the aging train line, Abaya assured the public 
that it can still expect a better MRT in the coming months 
as the DOTC has already begun procuring new railways, 
coaches and other equipment. 

  
―The upgrade and rehab na dapat ilang taon nang 

nagawa at ngayon lang natin ginagawa ay nakakasa na 
para sa 2015. Halos sinasabayan natin yong 
improvement ng MRT at LRT 1 and 2,‖ he said. 

  
Congress has allocated P1.2 billion for the 

rehabilitation of MRT-3 in the P22.4-billion proposed 
supplemental budget for 2014 and another P9 billion in 
the P2.6-trillion national budget for 2015 for the railway 
system‘s repair and rehabilitation. — Xianne 
Arcangel/JDS, GMA News 
 
In informal dialogues by petitioner Bayan with DOTC officials, it 

was disclosed that the rule of thumb for large infrastructure projects 
like the LRT and MRT is that 85% of the cost is made up of servicing 
principal and interest payments. By way of example, this means that 
debt servicing comprises almost P 51.64 of the alleged P 60.75 full 
cost fare of the MRT. This also means that the actual cost, or the 
amount needed to finance the operating and maintenance (O&M) 
expenses per MRT passenger, is only P9.11. In other words, each 
MRT commuter already pays between P 0.89 to P 5.89 more than the 
actual O&M costs. A similar situation can be observed in the case of 
LRT 1 and LRT 2. 

 
Such assumption is also supported by available data on the 

financial operation of LRT 1 and LRT 2 as posted on the website of 
the LRTA. Looking at the farebox ratios or the proportion of the fare 
revenues to the total O&M expenses of the LRT 1 and LRT 2, we 
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confirmed our assumption that passengers already pay for the actual 
cost of a train ride and even contribute to debt servicing. A farebox 
ratio of 1.0 means that fare revenues cover 100% of O&M. From 
2007 to 2010 (as of November), LRT 1 has averaged an annual 
farebox ratio of 1.39. LRT 2‘s farebox ratio averaged 1.01 during the 
same period. 

 
Suffice to say, present fares already cover operating expenses 

of the LRT/MRT. In the determination of just and reasonable rates, 
the inclusion of operating expenses allows the public utility to recoup 
the reasonable amount of expenses it has incurred in connection with 
the services it provides. But this does not give the public utility the 
license to indiscriminately charge any and all types of expenses 
incurred without regard to the nature thereof, i.e., whether or not the 
expense is attributable to the production of services by the 
public utility.  

 
Only such expenses and in such amounts as are reasonable for 

the efficient operation of the utility should be allowed for 
determination of the rates to be charged by a public utility. To charge 
consumers for expenses incurred by a public utility which are not 
related to the service or benefit derived by the customers from the 
public utility is unjustified and inequitable.46  

 
From the foregoing, it is highly doubtful and even suspect that 

there is sufficient much less valid basis to increase the fare rates of 
LRT lines 1 and 2 and MRT line 3. 

 
 
IV. WHETHER OR NOT THE INCREASED FARE 

RATES ARE UNJUST AND UNREASONABLE 
AND CONTRARY TO DECLARED NATIONAL 
POLICY 

 
 
The fare hike, being unjust and 
unreasonable, is patently anti-
commuter. 
---------------------------------------------- 
 

Neither law nor logic can countenance the imposition of the 
new, higher – unjust and unreasonable – fares presented by 
respondents. A drastic increase, of the current maximum fare price 
up 50% on the LRT 1, 66% on the LRT 2, and 87% on the MRT 3, will 

                                                           
46 Republic of the Philippines vs. Meralco, G.R. No. 141314, November 15, 
2002. 
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have undesirable ramifications and adverse multiplier effects in the 
lives of ordinary Filipinos.  
 

In terms of value, this Honorable Court has previously ruled that 
in regulating – and by equivalence, fixing – rates charged by public 
utilities, the State must protect the public against arbitrary and 
excessive rates while maintaining the efficiency and quality of 
services rendered. Such power to regulate rates, however, does not 
give the State the right to prescribe rates which are so low as to 
deprive the public utility of a reasonable return on investment. Still, 
the rates prescribed by the State must be one that yields a fair return 
on the public utility upon the value of the property performing the 
service and one that is reasonable to the public for the services 
rendered.47 The fixing of just and reasonable rates involves a 
balancing of the investor and the consumer interests.48 

 
The seminal case of Republic of the Philippine vs. Meralco49, 

identifies the three major factors considered by the regulating agency 
in fixing rates of public utilities: a) rate of return; b) rate base and c) 
the return itself or the computed revenue to be earned by the public 
utility based on the rate of return and rate base.50  

 
The rate of return is a judgment percentage which, if multiplied 

with the rate base, provides a fair return on the public utility for the 
use of its property for service to the public.51 The rate of return of a 
public utility is not prescribed by statute but by administrative and 
judicial pronouncements. So far, the High Court has consistently 
adopted a 12% rate of return for public utilities.52 The rate base, on 
the other hand, is an evaluation of the property devoted by the utility 
to the public service or the value of invested capital or property which 
the utility is entitled to a return.53 
 

To warn against excessive private profits, the Supreme Court of 
the United States has emphasized: ―[t]he public cannot properly be 
subjected to unreasonable rates in order simply that stockholders 
may earn dividends… If a corporation cannot maintain such a [facility] 
and earn dividends for stockholders, it is a misfortune for it and them 
                                                           
47 IV A. F. Agbayani, Commentaries and Jurisprudence on the Commercial Laws 
of the Philippines 500 (1993) 
48 Federal Power Commission vs. Hope Natural Gas Co., 320 U.S. 591. 
49 G.R. No. 141314, November 15, 2002. 
50 Republic v .Meralco citing P. Garfield and W. Lovejoy, Public Utility. 
51 Ibid, citing Nichols and Welch, Ruling Principles of Utility Regulations, Rate of 
Return, Supp. A, 1 (1964). 
52 Ibid, citing Manila Electric Company v. Public Service Commission, 18 SCRA 
651, 665-666 (1966). 
53 Ibid, citing Susan F. Fendell, Public Ownership of Public Utilities: Have 
Stockholders Outlived Their Useful Economic Lives?, 43 Ohio St. L. J. 821 
(1982); 64 Am Jur 2d § 138. 
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which the Constitution does not require to be remedied by imposing 
unjust burdens on the public.‖54 
 

A determination of whether rates of public utilities so fixed are 
reasonable and just is a purely judicial question and is subject to the 
review of the courts.55 

 
More pointedly, Section 2 of the LRTA Charter provides the 

standard and basis for the conduct of its business. LRTA should 
comply with ―prudent commercial principles‖ with the sole purpose of 
ensuring that its ―revenue for any given year‖ should be sufficient to 
―at least meet its expenditure‖ for any given year. Section 2 partly 
provides: 

 
―The Authority shall conduct its business, according 

to prudent commercial principles and shall ensure, as far 
as possible, that its revenues for any given year are, at 
least sufficient to meet its expenditures. Any excess of 
revenues over expenditure in any fiscal year may be 
applied by the Authority in any way consistent with this 
Order, including such provisions for the renewal of capital 
assets and the repayment of loans, as the Authority may 
consider prudent.‖ 

 
 Clearly, this is the only standard that the LRTA has to comply 
with respect to its business operation, and necessarily, in fixing the 
fare rate  it charges the commuters. This is the reasonable standard. 

 
From the supply side, even assuming arguendo that 

respondents have the very authority to impose such rates, they have 
simply failed to argue and support the reasonableness and justness 
of the proposed increase. 

 
From the demand side, the fare hike issue must be viewed 

within the context of the socioeconomic profile of regular LRT and 
MRT commuters. In the 2007 Mega Manila Public Transport Study56 
conducted by the Japan Bank for International Cooperation (JBIC), it 
was disclosed that 68% of LRT/MRT users during weekdays earn 
below P 10,000 per month and a significant 15.3% earn nothing at all. 
The same study also said that 48.8% of LRT/MRT commuters 

                                                           
54 Smyth vs. Ames, 169 U.S. 466, 545 (1898) 
55 IV A. F. Agbayani, Commentaries and Jurisprudence on the Commercial Laws 
of the Philippines 500 (1993), citing  Ynchausti SS Co. v. Public Utility 
Commission, 42 Phil 624 and Manila Electric Co. v. De Vera, et al., 66 Phil 161. 
56 A full copy of the report may be requested from the Transport and Traffic 
Planners (TTPI) Inc., which conducted the survey and reported it at 
http://www.ttpiph.com/Projects_Road_Transport.aspx?id=218. 

http://www.ttpiph.com/Projects_Road_Transport.aspx?id=218
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(weekdays) are ordinary employees and workers while 31.5% are 
students. 

 
Even the LRTA-DOTC, in its 2010 study, recognized the social 

and economic role of the LRT and MRT although they are not 
profitable, to wit: “Most urban railway systems in the world are not 
financially viable, but are implemented for their socio-economic 
benefits. Our Manila Light Rail Transit (LRT) systems promote the 
use of high-occupancy vehicles, thereby reducing traffic congestion 
on the corridors served, local air pollution and greenhouse gases 
emissions. Besides the substantial savings in travel time cost of LRT 
riders, the LRT systems reduce infrastructure investment in Metro 
Manila road expansion”.57 (emphasis added) 

 
Yet these socioeconomic benefits were not factored in by the 

DOTC in determining the need for a fare hike. For instance, the 
savings of government from less air pollution and greenhouse gas 
emissions (i.e., public health budget) and less pressure for road 
expansion (i.e., public infrastructure budget) should have been 
computed to get the net losses or even gains from operating the LRT 
and MRT. The economic value accruing from reduced traffic 
congestion and considerable savings in travel time cost should have 
also been calculated to know additional potential benefits for 
government such as increased tax revenues. 

 
 

The fare hike seeks to further 
marginalize low-income earners 
and student commuters 
----------------------------------------------- 
 

Aside from minimum wage earners, the DOTC-LRTA study said 
that the fare hike will also heavily affect “students who are not 
granted fare discounts on LRT lines”. It claimed, however, that such 
impact “could be eased by the grant of 15-20% fare discounts”. As for 
MRT users, the DOTC-LRTA said that while they face the steepest 
fare hike, “they are expected to afford the increase in fare with their 
average personal monthly income of P 13,560 or 1.5 times the 
minimum wage in Metro Manila”. But still, fare discounts and the 
relative capacity of commuters to afford the higher fares do not 
legitimize or justify the unwarranted fare increase. 

 
The LRT and MRT fare hike has the inevitable result of 

marginalizing the minimum wage earners and students from 
maximizing the benefits of a relatively affordable and comparatively 
efficient mode of mass transportation. In its study, the DOTC-LRTA 

                                                           
57 See Annex ―J‖. 
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mentioned that one of the expected gains from the fare hike is 
“Optimized ridership and revenue leading to the reduction in wear-
and-tear of LRT/MRT systems/facilities and postponing the required 
capacity expansion (additional trains)”.58 

 
Optimized ridership is a euphemism for reducing the number of 

passengers from low-income workers and poor students who make 
up the bulk of LRT and MRT commuters. The above portion of the 
report also belies the claims of government that services will be 
improved. Quite the opposite, government seeks to defer the 
expansion of capacity (additional trains) of the MRT/LRT. 

 
There is government‘s seeming indifference to the plight of the 

commuters. For instance, the DOTC-LRTA study simply assumed 
that “Minimum wage earners will likely shift to cheaper alternative 
modes such as jeepneys and regular buses”. Under the new fare 
structure, regular and aircon bus fares will be lower than LRT/MRT 
fares. This was actually used as one of the justifications for the fare 
hike.  

 
Furthermore, government seems to think that it is wrong for 

LRT/MRT, which is a more efficient mode of mass transportation, to 
have cheaper fares than public buses and jeepneys. Does this mean 
that every time private jeepney and bus operators increase their 
fares, the LRTA-DOTC will also have to automatically raise LRT and 
MRT fares? 

 
The fare hike will be an unbearable burden, unjust and 

unreasonable for the consumers. As pointed out, the ridership of the 
LRT and MRT is characterized by a high concentration of low-
income, marginalized, and vulnerable social sectors. Worse, since 
late last year, the prices of basic consumer goods and services 
including rice, bread, sugar, petroleum products, electricity, water, 
and jeepney fares have all gone up. The current minimum wage in 
the National Capital Region (NCR) is not even half of the estimated 
daily cost of living of around P 1,000 per family. Unemployment in 
NCR is the highest among all regions at 12.6% as of October 2010 
based on official data. 
 
 
 
 
 
 
 

                                                           
58 See Annex ―J‖. 
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The “user-pays” principle is 
contrary to the “public service” 
nature of mass rail 
transportation service. 
---------------------------------------------- 

  
 Department Order No. 2014-014 invokes the Medium Term 
Philippine Development Plan (2011-2016)59, MTPDP for brevity, to 
justify the application of the ―user-pays‖ principle in transportation 
service pricing.  
 
 The MTPDP states: 
 

―The ‗user-pays‘ principle shall be applied at the very 
least for the purpose of asset preservation. This principle 
may be invoked whenever pricing of the service is 
possible and potential users unwilling to pay for the 
service can be excluded. The same argument may be 
invoked for full investment-cost recovery. The focus shall 
be the upgrading of the quality and capacity of existing 
ports, roads, airports, and rail lines.‖ 

 
 ―User-pays‖ policies are part of the global re-emergence of 
economic rationalism since the 1970s. Through the years, it has not 
been proven an economically efficient mechanism for infrastructure 
financing. 
 

This was the philosophical point for 19th century Europe: 
 
…[T]he way in which the tolls are fixed can greatly extend 
the utility of certain routes and that the guiding principle in 
assessing these charges should not be to set a price 
proportional to the weight or the distance nor to favor a 
particular industry or a particular class of passengers, but 
rather to impose on each passenger and on each good 
only a price that is lower than that which would prevent 
the passenger or good from using this route.60  

 
This so-called ―user-‖ or ―beneficiary-pays‖ principle is 

inappropriate especially in the context of Metro Manila's 
predominantly low-income commuters, and more so, given the public 
service nature and wider economic benefits of rail transport services. 
The principle is based on the idea that the cost of a service must be 
recovered entirely, or at least as much as possible, from those who 
                                                           
59 Available at http://www.neda.gov.ph/?p=1128. Last accessed January 2, 2014. 
60 Dupuit, Jules, Poids et mesure in Coquelin and Guillaumin (eds.), Dictionnaire 
de l‘economie politique, 4th edition, volumne 2, Paris, pp. 339-344, as cited in 
European Conference of Ministers of Transport, OECD Publishing, Dec 2, 1998 

http://www.neda.gov.ph/?p=1128
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directly use and benefit a service (usually a monopolistically-provided 
or otherwise essential service). This has been promoted by the World 
Bank since at least 1981. There are three main reasons to reject the 
―user-pays‖ justification given by the DOTC for the rate hikes. 

  
First, the ―user-pays‖ principle is being chosen precisely 

because users have no choice but to pay the higher fares or else be 
denied rail transport services. The MTPDP 2011-2016 section on 
transport infrastructure explicitly says that ―possible and potential 
users unwilling to pay for the service can be excluded‖. The 
importance of the rail service to commuters is critical for the ―user-
pays‖ principle to be able to effectively guarantee fare revenues and, 
ultimately, profits for private corporations in rail services. The 
principle is unfortunately an essential element of the range of public-
private partnership (PPP) projects the government is pushing to 
ensure their commercial viability and attractiveness for profit-seeking 
firms. 

  
Second, the ―user pays‖ principle wrongly identifies the 

commuters as the only ones who benefit from the LRT/MRT rail 
services and hence the only ones who will be charged additionally, 
specifically through the rate hikes. Yet the burden of financing the rail 
service can be more equitably distributed if all the business-related 
beneficiaries and the wider economic benefits are properly identified. 
Fare hikes can be mitigated or even entirely avoided if only the 
government was more willing to charge all beneficiaries and to have a 
more progressive general tax system. 

  
The LRT/MRT system directly benefits real estate owners and 

developers (by increasing property values), commercial enterprises 
(by increasing business turnover) and even owners of private 
vehicles (by reducing congestion and travel times). These point to 
how businesses and private vehicle owners can and should be 
charged special taxes, levies or fees. 

  
The LRT/MRT system also improves the mobility of people, 

enables faster travel, and makes various parts of Metro Manila more 
accessible and in doing so enhances economic activity and improves 
overall productivity. Mass transit systems also reduce air pollution 
and help maximize energy use. These are general economic benefits 
beyond individual firms that point to the importance of local and 
national government subsidies to realize these benefits. These 
subsidies can come from higher taxes on large corporations, on high-
income and -net worth families and individuals, and on luxury goods 
and services. 

 
At this point it may be proper to debunk as well the fallacy that 

fare hike proponents peddle: that it is unfair for Mindanao taxpayers 
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to subsidize the LRT and MRT users in Metro Manila. This requires a 
studied understanding of the very nature of public subsidies. The 
entire Filipino people pay for the debts of the LRT and MRT in the 
same way that they are paying for the debts incurred to build 
infrastructure in Mindanao and elsewhere in the country. When the 
DOTC uses this justification it is not only insulting but also divisive 
and contradictory. 

  
Third, the ―user-pays‖ principle is being invoked without any 

explanation of where the higher fares commuters are paying for are 
really going to. The DOTC has not provided clear and detailed 
information on LRT and MRT expenses (i.e., operations and 
maintenance, capital expenditures, debt service and other financial 
obligations). In particular it is not clear how much of the fare hikes, if 
any, really will go to improving facilities as opposed to paying onerous 
obligations to various private firms involved in rail-related deals. 

  
Transport infrastructure has historically been a public function 

and has been most effectively, efficiently and equitably provided by 
the government. The commuter interest for affordability, accessibility 
and safety and the public interest for economic vitality and 
environmental sustainability is not served by private sector- and 
profit-oriented approaches such as the ―user-pays‖ principle and 
indeed PPPs in public services. 

 
Even the World Bank-funded Public-Private Infrastructure 

Advisory Facility (PPIAF) recognized the inherent public interests in a 
railway system. The website ―Railway Reform: Toolkit for Improving 
Rail Sector Performance‖61 enumerates the following:  

 

 technically efficient, well-managed and combining railway 
labor and technology to produce its transport services at 
least cost 

 market responsive, offering service qualities that respond 
to citizens‘ needs for personal mobility and freight 
movement at reasonable prices 

 safe and clean, meeting acceptable standards of safety 
and environmental performance for users, employees and 
communities, and lastly,  

 publicly affordable, imposing on public budgets amounts 
that are sustainable and can be justified by public benefits 
 

This, vis-à-vis the MTPDP‘s vision of ―a safe, secure, efficient, 
viable, competitive, dependable, integrated, environmentally 

                                                           
61 Website set up by the International Bank for Reconstruction and Development 
http://www.ppiaf.org/sites/ppiaf.org/files/documents/toolkits/railways_toolkit/PDFs
/Chapter%206/RR%20Toolkit-Chapter6.pdf. Last accessed on January 1, 2014. 

http://www.ppiaf.org/sites/ppiaf.org/files/documents/toolkits/railways_toolkit/PDFs/Chapter%206/RR%20Toolkit-Chapter6.pdf
http://www.ppiaf.org/sites/ppiaf.org/files/documents/toolkits/railways_toolkit/PDFs/Chapter%206/RR%20Toolkit-Chapter6.pdf
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sustainable, and people-oriented Philippine transportation 
system‖.  

 
Thus, as has been amply argued, the proper perspective within 

which to view rail transport services is to appreciate it as a vital 
―public service‖ whose performance and benefit to the nation are 
measured not in narrow financial terms but through the net social and 
economic benefits they bring. The new capability that results from 
public infrastructure such as improved mobility of the economy‘s 
workforce, for instance, far outweighs what government deems as its 
―losses‖.  

 
These pecuniary losses – pointed out every year as deficit in 

LRTA‘s finances – are actually not losses in the business sense but 
public investment that go into achieving economic efficiency and 
improving the overall living condition of the people. 
 

Government should not consider as losses the subsidies it 
provides to LRT and MRT users. Instead, these must be deemed as 
public investment that will provide the economy and its human 
resources new or additional capacity. By drastically reducing state 
subsidy for commuters, it is as if the government is saying that public 
funds are wasted on the students, workers and employees, many of 
whom are low-income earners, who are the recipients of such 
subsidy. 

 
Finally, it is the fundamental law of the land which verily 

provides that the national government must prioritize services for the 
people. Article II, Section 9 of the 1987 states: 

 
―The State shall promote a just and dynamic social order 
that will ensure the prosperity and independence of the 
nation and free the people from poverty through policies 
that provide adequate social services, promote full 
employment, a rising standard of living, and an improved 
quality of life for all.‖ 
 
The invalid, unilateral, arbitrary increased fare rates are, 

therefore, anti-commuter as they are unjust and unreasonable as well 
as contrary to declared national policy. 
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ALLEGATIONS IN SUPPORT OF 
THE APPLICATION FOR INJUNCTIVE RELIEF 
------------------------------------------------------------------ 

 
Petitioners hereby replead all factual allegations and pray for 

the issuance of a writ of preliminary injunction and/or status quo ante 
order enjoining respondents from implementing the LRT/MRT fare 
hike pending action by the Honorable Court on this Petition.  

 
This Petition demonstrates that fare adjustment is void for 

having been issued without the requisite notice and hearing and in 
excess of the authority of Respondent Abaya as DOTC Secretary.  

 
Likewise, by reducing the Petitioners‘ and the riding public‘s 

capability to avail of the LRT/MRT, the fare hike violates their clear 
and unmistakable right of access to the LRT and the MRT which are 
public utilities. This contravenes the state obligation to provide a cost-
effective, convenient and dependable transportation system as a 
requirement for economic growth, stability and security of the nation 
and to alleviate the worsening traffic and transportation situation in 
Metropolitan Manila.62 

 
In their haste to implement the fare hike, the respondents  

already announced that the increase will be effective by January 4, 
2015, which is actually a day before the actual effectivity of the 
assailed Department Order. It must be noted that the Department 
Order was published in a newspaper of general circulation on 
December 20, 2014, as such it should take effect fifteen (15) AFTER 
its date of publication, or on January 5, 2015. The riding public have 
already suffered and will continue to suffer grave and irreparable 
injury unless the same be enjoined even before the Department 
Order becomes effective. 

 
Majority of the LRT/MRT riders who stand to benefit from the 

injunction being prayed for belong to the low-income, marginalized 
and vulnerable sectors of the population. According to a transport 
study conducted by the JBIC in 2007, more than 60% of LRT/MRT 
users on the weekdays and weekends earn below P10,000 per 
month while a significant 15.3% earn nothing at all.63  

 
The adjusted LRT/MRT fares constitute an unbearable burden 

on the unemployed and low-income earners. It must be noted that 
unemployment rate in the country was highest in the National Capital 
Region (NCR) as of January 201364 and the current minimum wage 
                                                           
62 Supra, note 27. 
63 Supra, note 55. 
64 ―Results from the 2013 Labor Force Survey‖, Philippine Statistics Authority, 
March 15, 2013. 
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of P466 per day65 in the region falls way below the estimated P1000 
daily cost of living.  Meanwhile, the prices of basic consumer goods 
such as rice, bread, sugar, petroleum products, water, and electricity 
have all gone up since last year.  
 

Moreover, keeping the LRT/MRT fare at its current affordable 
amount will yield compelling socio-economic benefits. In 2010, the 
DOTC and the LRTA have said so themselves: 

 
―Most urban railway systems in the world are not 

financially viable, but are implemented for their socio-
economic benefits. Our Manila Light Rail Transit (LRT) 
systems promote the use of high-occupancy vehicles, 
thereby reducing traffic congestion on the corridors 
served, local air pollution and greenhouse gases 
emissions. Besides the substantial savings in travel time 
cost of LRT riders, the LRT systems reduce infrastructure 
investment in Metro Manila road expansion.‖66 
 
To reiterate, according to the Mega Manila Public Transport 

Study, 48.8% of the commuters on weekdays are ordinary workers 
and employees while 31.5% are students. If made as a public 
investment without a view to profit, the operation and maintenance of 
the LRT/MRT will undoubtedly boost the productivity of these 
commuters, help uplift their living conditions, and ultimately result in 
economic efficiency.  

 
For the foregoing reasons, the Petitioners respectfully pray for 

this Honorable Court to immediately issue an injunction restraining 
the Respondents from imposing the fare hike on LRT/MRT 
commuters.  

 
CONCLUSION 

 
Petitioners, on their own behalf and on behalf of the millions of 

daily commuters who patiently queue under the searing heat or 
soaking rain, who are invariably squeezed, pushed and shoved, and 
who struggle to simply travel from point A to point B at the least 
affordable cost and in as fast and efficient manner as possible – if not 
assuredly safest for now – come now to seek relief and succor from 
this Honorable Court.  
 

The outcome of this remedy they seek will certainly spell the 
difference between seeing the light at the end of the tunnel of their 
daily misery aggravated by such fare hikes. Or facing the headlights 

                                                           
65 Wage Order No. NCR-18 
66 Please see Annex ―J‖. 



Bayan v. Abaya | Petition 
Page 56 of 58 

 

of a speeding oncoming runaway train that is going berserk because 
of the unilateral, arbitrary and unconscionable rates. In the latter 
case, these bodies of steel driven by the government will run over the 
ordinary commuting public already suffering from lousy and even 
dangerous services they are exposed to day in and day out.  

 
They trust this Honorable Court will intervene and stop such 

fare hikes dead on its tracks.   
 
 

PRAYER 
 

WHEREFORE, premises considered, Petitioners respectfully 
pray for the Honorable Court to: 

 
1. Immediately upon filing of this Petition, and while the 

Petition is pending, to restrain and enjoin the respondents, or any 
persons acting under their authority, from implementing the fare rate 
increases for LRT Lines 1 and 2 and MRT Line 3 as mandated by the 
assailed Department Order No. 2014-014 dated December 18, 2014, 
and/or issue a status quo ante order until final resolution of this 
petition. 

 
2. Render judgment to ANNUL and SET ASIDE Department 

Order No. 2014-014 dated December 18, 2014 allowing the fare hike 
increase for the LRT Lines 1 and 2 and MRT Line 3 for having been 
issued without jurisdiction and/or with grave abuse of discretion 
amounting to lack or in excess of jurisdiction. 

 
3. PROHIBIT and ORDER the respondents to desist from 

further proceeding with the implementation of, and from committing   
any further act in relation to, the assailed Department Order and in 
considering any fare increase adjustments for the LRT Lines 1 and 2 
and MRT Line 3. 

 
4. PERMANENTLY ENJOIN and PROHIBIT the 

respondents from implementing the fare rate increases for LRT Lines 
1 and 2 and MRT Line 3 as mandated by the assailed Department 
Order No. 2014-014 dated December 18, 2014. 

 
Other reliefs as are just and equitable under the premises are 

likewise prayed for. 
 

Quezon City for Manila. January 2, 2014. 
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