G.R. No. L-26298. September 28, 1984 (Case Brief / Digest)

Title: CMS Estate, Inc. vs. Social Security System and Social Security Commission

Facts:

CMS Estate, Inc. (CMS), a domestic corporation engaged in real estate and eventually
logging, was involved in a legal dispute with the Social Security System (SSS) and Social
Security Commission regarding the date of its compulsory coverage under the Social
Security Act (Republic Act No. 1161). CMS argued that it was not subject to compulsory
coverage for its logging business until later than the SSS contended. The case reached the
Philippine Supreme Court following the dismissal of CMS’s arguments by the Social
Security Commission and a subsequent denial of reconsideration. The Court of Appeals
certified the case to the Supreme Court as purely questions of law were involved.

The logging operation of CMS started on April 1, 1957, expanding from its existing real
estate business. By September 1, 1957, CMS had 89 employees and laborers in the logging
operation. It joined the SSS on August 1, 1958, with respect to real estate but challenged its
coverage for logging. CMS demanded a refund for premiums paid for its logging employees,
which was rejected by SSS, leading to the filing of the petition with the Social Security
Commission.

Issues:

1. Whether the Social Security Act contributions are in the nature of excise taxes or an
exercise of the police power of the State.

2. The existence of an independent contractor relationship between CMS and Eufracio D.
Rojas during the latter’s management of CMS’s forest concession.

3. Whether a corporation already operating for more than two years in one business is
immediately covered under the Social Security Act for a new and independent business it
may engage in.

4. Whether a corporation should be treated as a single employing unit for coverage under
the Act, despite establishing separate, unrelated, and independently operating businesses at
different times and places.

5. The interpretation of Section 9 of the Social Security Act concerning compulsory
membership of employers.

Court’s Decision:

The Supreme Court dismissed the appeal and affirmed the Social Security Commission’s
decision, holding that:

- The contributions required of employers and employees under the Social Security Act are
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not taxes but are for the promotion of the general welfare and are a legitimate exercise of
the State’s police power.

- CMS’s logging business was a mere expansion of its business activities and not a separate
entity from its real estate business.

- A corporation is considered a single employing unit, and once it becomes a member of the
SSS, any subsequent business established is subject to coverage.

- The Commission’s interpretation of the Social Security Act was congruent with the intent
of the law, which aimed to provide coverage to as many employees as possible for social
security.

Doctrine:

A corporation is subject to compulsory coverage under the Social Security Act from the date
of its initial operation, and all subsequent business ventures automatically fall under this
coverage, even those established under a different name. Contributions under the Social
Security Act are for the promotion of the general welfare under the police power of the
State, not revenue generation under the taxing power.

Class Notes:

- Membership in the SSS is compulsory and arises from the legal imposition of the Social
Security Act (RA 1161).

- An employer, once covered, brings all businesses under coverage, regardless of the
starting date.

- Social Security Act contributions are not taxes; they’'re premiums for benefits accruable to
employees.

- Liberal interpretation of Sec. 9 of the Social Security Act favors coverage over exemption.
- An independent contractor is distinct from an employee; the key factor of control in the
performance of work signals an employer-employee relationship.

Historical Background:

CMS Estate, Inc. vs. Social Security System and Social Security Commission takes place in
the context of the Philippine government’s efforts to establish a comprehensive social
security system. This case illustrates the State’s commitment to ensuring broad coverage for
the working population against life’s risks, as detailed in the Social Security Act. The law’s
evolution, via amendments, shows a shift towards immediate and universal applicability to
provide the workers’ welfare, a reflection of the constitutional directive for social justice.
The decision in this case embodies this historical shift, confirming the legal mandate for
extensive employee protection through social security.
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