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Title: Freedom from Debt Coalition v. Energy Regulatory Commission and Manila Electric
Company (MERALCO)

Facts:
The case began when Manila Electric Company (MERALCO) filed an application with the
Energy  Regulatory  Commission  (ERC)  on  October  10,  2003,  seeking  approval  for  an
increase in its rates by twelve centavos (P0.12) per kilowatt hour. MERALCO also requested
the grant of provisional authority to implement the proposed rate increase pending the
resolution of its application. Various groups, including the Freedom from Debt Coalition
(FDC), National Association of Electricity Consumers for Reforms, Inc. (NASECORE), and
individuals, expressed their intention to file oppositions to MERALCO’s application. Despite
these expressed intentions and without first resolving pending motions for the production of
documents  filed  by  oppositors,  the  ERC  issued  an  order  on  November  27,  2003,
provisionally approving MERALCO’s request for a rate increase. The order stated that the
rate adjustment was subject to refund should it be found unjust and unreasonable after
hearings.  Subsequently,  on  December  23,  2003,  without  pursuing  a  motion  for
reconsideration  before  the  ERC,  FDC  filed  a  petition  with  the  Supreme  Court.

Issues:
1. Whether the ERC has the legal authority to grant provisional rate adjustments under R.A.
No. 9136 (Electric Power Industry Reform Act of 2001 or EPIRA).
2. Assuming such authority exists, whether the ERC’s grant of provisional rate adjustment
to MERALCO was made with grave abuse of discretion amounting to lack or excess of
jurisdiction.

Court’s Decision:
1. On the first issue, the Supreme Court affirmed that the ERC has the statutory authority to
grant provisional rate adjustments under Sections 43, 44, and 80 of the EPIRA, in relation to
certain  provisions  of  the  Public  Service  Act  and Executive  Order  No.  172.  The Court
reasoned that granting provisional authority is not inconsistent with the EPIRA’s provisions
and objectives, such as ensuring the financial viability of utilities to provide adequate and
reliable service.

2. On the second issue, however, the Court found that the ERC committed grave abuse of
discretion in issuing the provisional authority in favor of MERALCO. It ruled that the ERC
failed to comply with Section 4(e), Rule 3 of the Implementing Rules and Regulations (IRR)
of the EPIRA, particularly regarding the publication and comment requirements aimed at
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ensuring transparency and allowing public participation in the rate-setting process.

Doctrine:
The Supreme Court established the principle that while regulatory bodies like the ERC are
vested with the authority to issue provisional rate adjustments to ensure the operational
viability  of  utilities,  such  authority  must  be  exercised  within  the  bounds  of  law  and
regulations, ensuring transparency, due process, and public participation in the rate-setting
process.

Class Notes:
1. Legal Authority of ERC: Under R.A. No. 9136 (EPIRA), the ERC is granted the statutory
authority to approve provisional rate adjustments (Sections 43, 44, and 80), provided such
exercises of power are in accordance with the provided guidelines and regulations.
2. Requirements for Provisional Rate Adjustment: Regulatory compliance with procedural
requirements, such as publication and consideration of public comments, is crucial in the
exercise of regulatory powers to ensure transparency and public participation (Section 4(e),
Rule 3, IRR of EPIRA).
3. Grave Abuse of Discretion: A public regulatory body’s failure to adhere to procedural
requirements and due consideration of opposition comments constitutes grave abuse of
discretion, warranting judicial intervention.

Historical Background:
The  case  underscores  the  tensions  between  ensuring  the  financial  stability  of  utility
providers and protecting consumer interests within the framework of regulatory and legal
reforms in the Philippine power sector, particularly following the enactment of the EPIRA.
The EPIRA was designed to introduce significant reforms in the electric power industry,
including the privatization of state-owned power assets and the creation of a competitive
market, with the ERC empowered to regulate and oversee these reforms in the interest of
consumers and stakeholders.


