G.R. No. 177592. June 09, 2014 (Case Brief / Digest)

Title: Avelino S. Alilin et al. vs. Petron Corporation

Facts:

Petron Corporation, engaged in the oil business, owns several bulk plants across the
Philippines for their petroleum products. Romualdo D. Gindang Contractor, under Romualdo
D. Gindang, began recruiting laborers in 1968 for Petron’s Mandaue Bulk Plant. Upon
Romualdo’s death in 1989, Romeo D. Gindang, through Romeo D. Gindang Services (RDG),
continued providing manpower services to Petron. The petitioners were amongst those
recruited and performed various tasks from tanker receiving to utility works.

On June 1, 2000, Petron and RDG enacted a Contract for Services for janitorial,
maintenance, and other utility services at the Mandaue Bulk Plant, set to expire on May 31,
2002. It was extended until September 30, 2002, but was not renewed thereafter.
Petitioners claimed illegal dismissal as they were barred from work on October 16, 2002.

A complaint was filed for illegal dismissal against Petron and RDG, along with
underpayment of wages and other monetary claims, later consolidated into a single suit. The
petitioners, supported by RDG, claimed that RDG was a labor-only contractor, merely an
agent of Petron - their true employer - citing the performance of duties directly related to
Petron’s business and under their supervision with tools and equipment provided by Petron.

Petron, meanwhile, asserted that RDG was an independent contractor, having hired the
workers, paid their salaries, and supervised their work. It presented documents like RDG’s
Certificate of Registration from the DOLE and financial statements to prove RDG’s
independent contractor status.

The Labor Arbiter ruled that petitioners were regular employees of Petron, as their jobs
were directly related to Petron’s operations and they were under the control and
supervision of Petron. Consequently, they were deemed to have been illegally dismissed,
and Petron was held solidarily liable with RDG for the payment of backwages and separation

pay.

Petron appealed to the National Labor Relations Commission (NLRC), which affirmed the
Labor Arbiter’s decision. Petron then sought a petition for certiorari with the Court of
Appeals (CA), which granted the injunction restraining the NLRC decision’s implementation.
CA found no employer-employee relationship between Petron and the petitioners, reversing
the NLRC and dismissing the complaint. Petitioners filed motions for reconsideration, along
with affidavits from former employees, which were denied.
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Issues:

1. Whether RDG is a legitimate job contractor.

2. Whether an employer-employee relationship exists between petitioners and Petron.
3. Liability for the alleged illegal dismissal and monetary claims.

Court’s Decision:

The Supreme Court granted the petition, reversing and setting aside the CA’s decision, and
reinstated the NLRC decision. The Court found that RDG was a labor-only contractor and
not an independent contractor as Petron failed to prove substantial capital or investment
requirements. The Court also identified the existence of Petron’s control over petitioners’
work. Petron was thus deemed the real employer, and as these works were related to
Petron’s main business, the petitioners became regular employees. Consequently, the
termination of regular employees without just or authorized cause constitutes illegal
dismissal.

Doctrine:

A contractor is presumed to be a labor-only contractor, lacking substantial capital,
investment, tools, etc., unless proven otherwise. When the principal argues that the
contractor is legitimate, it bears the burden of proof. A labor-only contractor is treated as an
agent of the employer, and a direct employer-employee relationship exists between the
principal and the provided workers.

Class Notes:

- The “four-fold test” for employer-employee relationships includes: selection and
engagement, payment of wages, power of dismissal, and control of the employee’s conduct.
- The control test is the most crucial factor, where the employer’s control extends beyond
outcomes into the means and methods of work performance.

- In permissible job contracting, the contractor must have substantial capital or investment
and operate an independent business.

- Regular employment status is conferred upon the continuous performance of tasks
necessary for the main business of the employer, with the employer-employee relationship
existing prior to a disputed job contract.

Historical Background:

This case arose within the context of decades of evolving labor laws and regulations in the
Philippines, seeking to protect workers’ rights, particularly surrounding job contracting and
labor-only contracting. The issues addressed by the Court reflect the tensions between
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flexible labor practices and the protections afforded by labor laws. The Court’s decision
underscores the importance of substantiating the independent status of contractors beyond
mere documentation, emphasizing actual operational independence and capitalization as
requisite proofs, alongside consistency with historical labor practices in the Philippines.
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