G.R. No. 121791. December 23, 1998 (Case Brief / Digest)

Title:
Salafranca v. Philamlife (Pamplona) Village Homeowners Association, Inc.: A Case of Illegal
Dismissal and Violation of Security of Tenure

Facts:

Enrique Salafranca commenced his employment with Philamlife Village Homeowners
Association (PVHA) on May 1, 1981, as an administrative officer for six months. His contract
was renewed three times until December 31, 1983.

Salafranca continued to work without a renewed contract until 1987 when PVHA amended
its by-laws, stating the position of an administrative officer would be coterminous with the
board’s term. Although Salafranca failed to submit the required medical certificate, he
remained employed until December 1992, when PVHA terminated his services.

Salafranca filed a complaint for illegal dismissal with money claims and damages. The Labor
Arbiter initially decided in favor of Salafranca, ordering PVHA to pay him P257,833.33.
However, upon appeal by PVHA, the National Labor Relations Commission (NLRC) reversed
this decision, reducing the monetary award to retirement pay.

Salafranca then elevated the case to the Supreme Court through a petition for review.

Issues:
1. Whether an employer-employee relationship existed between Salafranca and PVHA.
2. Whether Salafranca was illegally dismissed by PVHA.

Court’s Decision:
The Supreme Court agreed with the Solicitor General that an employer-employee
relationship existed and that Salafranca was a regular employee of PVHA.

The Court emphasized the right to security of tenure under Philippine law, stating that an
employee’s services can only be terminated for causes provided by law. In this case, the
Court found that PVHA failed to substantiate Salafranca’s dismissal, and the termination
was deemed illegal due to a lack of factual basis and violation of due process.

Furthermore, the Court ruled that the amended by-laws could not be applied retroactively to
affect Salafranca’s status as a regular employee. The Court also rejected PVHA’s argument
of retirement as it was not raised during proceedings in the lower tribunals.

Lastly, the Court ordered PVHA to provide Salafranca with separation pay, full backwages,
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retirement pay in accordance with the applicable law, and to compensate him for moral and
exemplary damages and attorney’s fees.

Doctrine:

The established doctrine in this case reiterates an employee’s right to security of tenure and
holds that the employer must prove the validity of the dismissal. Also, an amendment to the
by-laws of a company cannot retroactively affect existing employment contracts or negate
the right to security of tenure.

Class Notes:

- An employer-employee relationship is established by demonstrating the presence of four
elements: (1) selection and engagement of the employee; (2) payment of wages; (3) power of
dismissal; (4) employer’s power to control the employee’s conduct.

- Security of tenure: Art. 279, Labor Code: An employee regularized by years of service
(usually more than 6 months) cannot be terminated without just or authorized causes as
defined by law and observance of due process.

Historical Background:

The case reflects the tension between management prerogatives to reorganize internal
structures, such as amending by-laws, and the entrenched rights of employees to job
security under Philippine labor law. Historically, the Supreme Court has been a venue for
upholding labor rights amidst the evolution of employer strategies in workforce
management. This decision reinforces legal principles that protect employees from business
practices that may undermine tenure and due process rights.
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