G. R. No. 41570. September 06, 1934 (Case Brief / Digest)

### Title: Red Line Transportation Co. vs. Rural Transit Co., Ltd.

### Facts:

The case revolves around a petition for review concerning an order issued on December 21,
1932, by the Public Service Commission (PSC). This order granted Rural Transit Company,
Ltd. a certificate of public convenience to operate a bus service between Ilagan, Isabela,
and Tuguegarao, Cagayan, along with additional trips in its existing express service from
Manila to Tuguegarao. Rural Transit Company, on June 4, 1932, filed an application for this
certificate, citing its sole provision of direct service between these points and the
inadequacy of the current one-trip-daily schedule. Red Line Transportation Company
contested this application on July 22, 1932, citing its existing satisfactory service and
arguing that granting Rural Transit Company’s request would result in detrimental
competition.

After evaluation and despite Red Line’s motion for reconsideration highlighting the pending
judicial dissolution of Rural Transit Company, the PSC upheld its decision. Critical in the
proceedings was the confusion regarding the actual petitioner - whether it was Rural
Transit Company or Bachrach Motor Company, Inc. masquerading under Rural Transit’s
name. Evidence of a dubious nature was presented regarding this identity issue, eventually
leading to Red Line’s challenge to dismiss the application for misrepresentation of the
petitioner’s identity.

### [ssues:

1. Whether the Public Service Commission can authorize one corporation to operate under
the name of another as a trade name.

2. The validity of the PSC’s order granting a certificate of public convenience to an entity
undergoing dissolution and possibly misrepresented.

### Court’s Decision:

The Supreme Court vacated and set aside the PSC’s order dated December 21, 1932, on the
grounds that the Rural Transit Company, Ltd., the entity to which the certificate was
granted, was not the real party in interest owing to its ongoing dissolution. Furthermore,
the Court held that the PSC or any legal body lacks the authority to allow one corporation to
use another’s name as a trade name. The Court underscored that corporate names are
essential for their existence and are protected by law, making the PSC’s earlier resolution
authorizing this practice void.
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### Doctrine:

The Court reiterated the principle that the name of a corporation is essential to its existence
and transactions, and any change to this name must adhere strictly to statutory procedures.
The law does not permit a corporation to assume another’s name, particularly that of
another corporation, either as an unregistered trade name or otherwise, due to potential for
confusion, fraud, and evasion this could engender.

### Class Notes:

Key Elements:

- The essence and protection of corporate names under Philippine law.

- The procedural requirements for any change in a corporation’s name.

- The Public Service Commission’s limited authority regarding corporate operational names.

Applicable Statutes:

- Section 11, Act No. 1459, as amended (relating to the incorporation and corporate
naming).

- Section 13, ibid (relating to corporate succession by name).

This case amplifies the legal protection accorded to corporate names in the Philippines,
demonstrating the limitations of regulatory bodies like the Public Service Commission in
altering or permitting alterations to such fundamental aspects of corporate identity.

### Historical Background:

In the early 20th century, transportation became a central issue in the Philippines as the
country sought to improve its infrastructure for economic growth. The regulation of public
services, including transportation, became a crucial function of government bodies. The Red
Line Transportation Co. vs. Rural Transit Co., Ltd. case reflects the regulatory and legal
challenges of the era, highlighting the intricacies of corporate identity and competition
within the burgeoning transportation sector. This decision against allowing corporations to
assume each other’s names was a significant step toward maintaining corporate integrity
and protecting public interest in the Philippines’ evolving economic landscape.
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