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Title: **Stolt-Nielsen Transportation Group, Inc. and Chung Gai Ship Management vs.
Sulpecio Medequillo, Jr.**

**Facts:**
Sulpecio Medequillo, Jr. filed a complaint against Stolt-Nielsen Transportation Group, Inc.
and Chung Gai Ship Management for illegal dismissal under a first contract and failure to
deploy under a second contract. Initially hired on 6 November 1991 for a nine-month period
as Third Assistant Engineer aboard MV “Stolt Aspiration,” Medequillo was disembarked in
February 1992 without explanation. A second contract for deployment on MV “Stolt Pride”
was executed, which the petitioners failed to honor. Medequillo’s claims include demand for
the return of passport and employment documents, coerced by signing a document under
duress, and lack of deployment under the second contract. His legal battle began at the
POEA and concluded at the Supreme Court due to the application of the Migrant Workers
and Overseas Filipinos Act of 1995 and subsequent appeals by the petitioners.

**Issues:**
1. Whether novation occurred between the first and second contracts.
2.  Whether  the  allegation  of  illegal  dismissal  under  the  first  contract  was  barred  by
prescription.
3. Whether there was constructive dismissal under the second contract.
4. The appropriate penalty for failure to deploy under the second contract.

**Court’s Decision:**
The  Supreme  Court  denied  the  petition,  affirming  the  Court  of  Appeals’  decision.  It
supported the labor tribunal’s findings that a novation occurred with the second contract
superseding the first. The Court held that the claim under the first contract was time-
barred. It recognized the formation of the contract upon agreement, thus acknowledging
rights  and  obligations  even  before  deployment.  The  Court  ruled  that  non-deployment
without  valid  reason  gave  rise  to  a  cause  of  action  for  damages,  diverging  from the
petitioners’ assertion that a mere reprimand was the appropriate penalty. Instead, actual
damages equivalent to nine months’ worth of salary as indicated in the second contract
were awarded.

**Doctrine:**
This case establishes the principle that non-deployment without just cause gives rise to the
seafarer’s right to claim damages. The distinction between the perfection of the employment
contract  and  the  commencement  of  the  employer-employee  relationship  is  critical,
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emphasizing that rights and obligations arise upon the perfection of the contract, even if
deployment doesn’t occur.

**Class Notes:**
1. **Novation**: Defined as the substitution or change of an obligation by a subsequent one,
extinguishing or modifying the first.
2.  **Prescription for Illegally Dismissal Claims**:  Within three years from the cause of
action.
3. **Constructive Dismissal**: Can be claimed even if the employment did not commence if
non-deployment lacks just cause.
4. **Damages for Non-deployment**: Predicated on the unexpired term of the contract,
highlighting the rights accrued upon contract perfection.
5. **Application of RA 8042**: Jurisdiction of labor arbiters over claims involving overseas
deployment, including for damages.

**Historical Background:**
This case underscores the evolving dynamics of labor disputes in the context of overseas
employment in the Philippines. By situating the dispute resolution within the framework of
the Migrant Workers and Overseas Filipinos Act of 1995, this decision highlights the legal
mechanisms available  for  the protection of  OFWs (Overseas Filipino Workers)  and the
judicial  system’s  role  in  affirming  these  protections  against  contractual  breaches  by
recruitment agencies or foreign employers.


