G.R. No. 238289. January 20, 2021 (Case Brief / Digest)

**Title:** Oscar S. Ortiz v. Forever Richsons Trading Corporation, Charverson Wood
Industry Corporation, and Adan Co

*Facts:**

Oscar S. Ortiz was employed by Forever Richsons in June 2011 under a 5-month contract
through Workpool Manpower Services (Workpool). Despite the expiration of his contract,
Ortiz continued working. In April 2013, in light of some employees’ legal victory against the
company, Ortiz and others were asked to sign new 5-month contracts, which Ortiz refused.
He claimed regular employment status due to his continued work beyond the contract and
his roles being integral to the company’s operations. He was allegedly dismissed for
refusing the new contract and filed a complaint for illegal dismissal and unpaid monetary
claims.

The respondents argued Ortiz was employed by Workpool, a legitimate job contractor, and
his employment ended upon contract expiration, thus denying any employer-employee
relationship with him. The Labor Arbiter dismissed Ortiz’s complaint for not including
Workpool as an indispensable party. The National Labor Relations Commission (NLRC) and
Court of Appeals (CA) upheld this decision, emphasizing Workpool’s status as Ortiz’s direct
employer and indispensable party to the case.

**[ssues:**

1. Whether Workpool Manpower Services is a legitimate job contractor or engages in labor-
only contracting.

2. Whether an employer-employee relationship exists between Ortiz and the respondents.

3. Whether Ortiz’s dismissal was illegal.

**Court’s Decision:**

The Supreme Court found merit in Ortiz’s petition, reversing the decisions of the CA and
labor tribunals. The Court scrutinized the contracting arrangement and determined that
Workpool engaged in labor-only contracting, lacked substantial capital/investment, and did
not exercise proper control over its employees. As such, the real employer-employee
relationship was between Ortiz and the respondents. Ortiz, having performed tasks
necessary and desirable to the respondents’ business beyond his contractual period, was
deemed a regular employee. His dismissal, without just or authorized cause, was declared
illegal.

The Court ordered Ortiz’s reinstatement without loss of seniority rights and other privileges,
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along with full backwages and benefits. If reinstatement was not feasible, Ortiz would be
entitled to separation pay.

**Doctrine:**

The case reiterated the criteria distinguishing between legitimate job contracting and labor-
only contracting, emphasizing on substantial capital, control over employees’ performance,
and the roles performed by the contracted workers in relation to the principal business. It
also highlighted the employer’s burden to prove just or authorized cause in dismissing an
employee.

**Class Notes:**

- **Labor-Only Contracting:** Defined under Article 106 of the Labor Code, characterizes an
arrangement lacking substantial capital or investment, where workers perform tasks
directly related to the principal business.

- *Employer-Employee Relationship Criteria:** Includes selection and engagement of
employees, payment of wages, the existence of power to dismiss, and control over the
employees’ conduct.

- **[llegality of Dismissal:** A regular employee can only be terminated for just or
authorized cause, under fair procedural practices.

- **Essential Principles for Reinstatement and Backwages:** Article 279 of the Labor Code
emphasizes security of tenure, mandating reinstatement and full backwages for unjustly
dismissed employees.

**Historical Background:**

This case illustrates the judiciary’s evolving stance on labor practices in the Philippines,
particularly on distinguishing legitimate job contracting from labor-only contracting to
protect workers’ rights. It encapsulates the judiciary’s increased vigilance in scrutinizing
employment practices to uphold labor rights against circumvention through contractual
arrangements.
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