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Title: Republic of the Philippines vs. Philippine Long Distance Telephone Company

Facts:
The  Republic  of  the  Philippines,  through  the  Bureau  of  Telecommunications  (Bureau)
created under Executive Order No. 94, was authorized to operate and maintain wire and
radio  communication  services  in  the  country.  The  Philippine  Long Distance  Telephone
Company (PLDT) is a public utility with a legislative franchise to provide telephone services.

For several years, the Bureau had been renting trunk lines from PLDT for government
communications, which it later extended to serve the general public. Meanwhile, PLDT had
a separate agreement with RCA Communications, Inc., to route international calls through
their system. When PLDT decided to end its agreement with RCA and the Bureau began its
own international service in conjunction with RCA, PLDT demanded the Bureau stop using
its lines for public service (as it  was in violation of  PLDT’s regulations),  and upon no
response  being  received,  PLDT  disconnected  the  trunk  lines.  This  disconnection
significantly impacted telephone services, isolating the Philippines from the international
telephone network except for the United States.

Consequently, the Republic filed a case in the Court of First Instance of Manila (Civil Case
No. 35805) seeking to compel PLDT to enter into a contract for the use of its facilities and to
restrain PLDT from severing connections. A preliminary injunction was granted to reconnect
the lines. PLDT contested, claiming the Bureau had overstepped its government-exclusive
purpose by serving the public and was engaging in unauthorized business, thus justifying
the disconnection.

Issues raised before the Supreme Court:
1. Whether the Court of First Instance can compel parties to enter into an interconnection
contract.
2. Whether the Bureau is authorized to engage in commercial telephone operations.
3. Whether PLDT can unilaterally sever the phone lines used by the Bureau.
4. PLDT’s claim for compensation for the use of their poles.

Court’s Decision:

– The Supreme Court (SC) held that the government cannot compel PLDT to enter into a
contract. However, the government could exercise eminent domain to require PLDT to allow
interconnection, subject to just compensation.
–  The SC agreed with the lower court  that  the Bureau was empowered to  engage in
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commercial  telephone business and serving the public,  as this was within its statutory
powers.
– As for the severance of connections, the SC held that PLDT knew the nature of the
Bureau’s use of the trunk lines and had accepted payment for years, which implies approval
of  such  use.  Plus,  given  the  demand for  service  outweighs  supply  from both  parties,
competition was not an adverse factor.
–  Finally,  the  SC  dismissed  PLDT’s  claim  for  compensation  for  the  use  of  its  poles,
maintaining that as long as the use of the poles was not increasing the burden for PLDT
beyond what was already allowed by law, no additional compensation was due.

Doctrine:
– The power of eminent domain may be exercised not only for the taking of property but also
for imposing a burden upon the owner for public use, subject to just compensation.
– The government is not estopped by the mistakes of its officials or agents in applying the
law.

Class Notes:
– The non-exclusivity of a franchise means a franchisor cannot monopolize the services it
provides when demand exceeds its capabilities.
–  Eminent  Domain:  Compulsory  acquisition  of  private  property  for  public  use,  with
compensation.
– The government may, by exercising eminent domain, impose a burden on property owners
for public use with proper compensation.
– The government is not bound by the mistakes or incorrect interpretations of its statutes by
its officials—mistaken applications do not prevent future correct application of the law.

Historical Background:
The case reflected the growing demand for telecommunications ties within the Philippines
and  internationally  after  World  War  II,  necessitating  increased  infrastructure  and  the
challenge  of  balancing  private-public  roles  in  national  development.  The  decision
underscored  principles  of  eminent  domain  and  clarified  the  government’s  role  in
commercial activities, setting a precedent for public utility services and competition in the
telecommunications industry in the Philippines.


