G.R. No. 211299. June 28, 2022 (Case Brief / Digest)

### **Title: Light Rail Transit Authority v. City of Pasay**

### *Facts:**

In 1985, the City of Pasay assessed the Light Rail Transit Authority (LRTA) for real estate
taxes on various LRTA properties, including lands, buildings, and transit systems. Would-be
tax payments were neglected by LRTA despite admission of liability and appeals for
installment payments. Repeated demands led to a 2003 notice of delinquency and issuance
of warrants of levy by the City. Contesting these actions, LRTA filed a petition for certiorari,
prohibition, and mandamus, invoking the 2006 Manila International Airport Authority
(MIAA) case that exempted a similar government entity from local taxes.

The Regional Trial Court (RTC) of Pasay City dismissed LRTA’s petition due to procedural
lapses, failure to exhaust administrative remedies, and substantive merits. The RTC
emphasized that LRTA should have pursued the administrative route before judicial relief
could be pursued and denied its motion for reconsideration.

LRTA appealed to the Court of Appeals (CA), which upheld the RTC decision, affirming
LRTA'’s taxable status and procedural lapses. Responding to the CA, LRTA brought the case
to the Philippine Supreme Court, raising several legal issues, particularly focusing on its
status as an instrumentality exempt from taxes and questioning the requirement for
administrative remedies.

### *[ssues:**
1. *Exhaustion of Administrative Remedies:**
- Whether LRTA must exhaust administrative remedies before resorting to judicial action.

2. **Taxable Status:**
- Whether LRTA is exempt from local taxation based on its nature as a government
instrumentality.

3. **Application of the 2006 MIAA Case:**
- Whether LRTA should be extended a similar tax exemption as granted to MIAA based on
their analogous statuses.

### **Court’s Decision:**

**Exhaustion of Administrative Remedies:**

The Supreme Court ruled for LRTA, stating that the issues were purely legal, which allowed
immediate judicial recourse without exhaustion of administrative remedies. The Court held
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that questioning the authority to levy the tax constituted a legal issue.

**Taxable Status of LRTA:**

The Court re-evaluated LRTA’s status under the framework laid out by the 2006 MIAA case.
It reasoned that LRTA, although generating revenue through public transport operations,
was mainly a government instrumentality per Section 2(10) of the Administrative Code of
1987. It functioned primarily for public service and not for trade or profit, which
differentiated it from a GOCC.

**Application of the 2006 MIAA Case:**

The Court found that the ruling in the 2006 MIAA case was indeed applicable. Just like
MIAA, LRTA was not incorporated as a stock or non-stock corporation and should be viewed
as a government instrumentality with corporate powers, enjoying similar tax-exempt status.

### *Doctrine:**

The Court reiterated:

1. **Government Instrumentalities Exemption**: Government instrumentalities, not
functioning as GOCCs or profit-making entities, are exempt from local taxation.

2. ¥*Immediate Judicial Review**: Purely legal questions involving tax assessments permit
bypassing the exhaustion of administrative remedies to reach judicial relief directly.

### **Class Notes:**

- **Key Elements/Concepts:**

- Definition of GOCC vs. Government Instrumentality.

- Importance of procedural jurisprudence in judicial review.

- Interpretation and application of the Administrative Code of 1987 regarding tax
exemptions.

- **Relevant Legal Statutes:**

- **Administrative Code of 1987**: Defines government instrumentality and GOCC.

- **Local Government Code (LGC) Section 133(0)**: Bars local governments from imposing
taxes on national government instrumentalities.

### **Historical Background:**

Historically, LRTA’s operations have been crucial for public transportation in Metro Manila,
reflecting wider efforts at improving urban transit systems nationwide. The vital role of
LRTA and its public utility functions underscored the need to classify such entities
appropriately within the overarching government structure and tax legislation.
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Overall, the Supreme Court’s decision to exempt LRTA from local taxation reaffirmed the
principles established in the 2006 MIAA case, ensuring clear legal categories for tax
purposes among various government entities. This exemption was shaped by the
instrumental nature of LRTA’s operations and underlines the delineation between public
services provided by government instrumentalities and profit-driven activities of GOCCs.

© 2024 - batas.org | 3



