G.R. No. 121315. July 19, 1999 (Case Brief / Digest)

### Title:
**Complex Electronics Employees Association vs. National Labor Relations Commission and
Complex Electronics Corporation**

### Facts:

The case revolves around the closure of the Lite-On Production Line by Complex Electronics
Corporation (Complex), resulting in the retrenchment of ninety-seven employees. Instead of
offering one month’s salary per year of service as the Union demanded, Complex offered
statutory retrenchment pay of half a month’s salary per year of service. Complex filed a
notice of closure with the DOLE. The Union, dissatisfied, filed a notice of strike. Eventually,
Complex ceased operations after the transfer of operations to Ionics Circuit, Inc. (Ionics), an
entity sharing management and operational personnel with Complex. The Union filed a
complaint alleging unfair labor practices, illegal lockout, and other claims. The Labor
Arbiter ruled in favor of reinstatement and backwages for the employees, treating Complex
and Ionics and their officers as solidary liable. However, the NLRC set aside this decision,
placing liability solely on Complex and removing the award for backwages and damages.

### Issues:

1. The validity of the NLRC’s decision to set aside the Labor Arbiter’s ruling.

2. Whether Ionics Circuits, Inc., and Lawrence Qua should be held solidarily liable with
Complex Electronics Corporation.

3. Whether Complex Electronics Corporation committed illegal closure and illegal dismissal.
4. The removal of the award for backwages, reinstatement, and damages.

### Court’s Decision:

The Supreme Court upheld the NLRC’s decision. It found no sufficient basis to pierce the
veil of corporate fiction separating Complex and Ionics, noting the lack of clear evidence
that the transfer of operations was motivated by anti-union animus. The Court ruled that
Complex’s decision to close operations was a management prerogative not subject to
interference absent evidence of wrongdoing such as bad faith or malice. Consequently,
there was no illegal dismissal or lockout. The Court also held that Lawrence Qua, and other
officers of Complex could not be held personally liable in the absence of bad faith. The Court
agreed with the NLRC's decision to vacate the award of moral and exemplary damages.

### Doctrine:
The Supreme Court reiterated the doctrine that a corporation has a personality separate
and distinct from its officers and stockholders, and this fiction can only be disregarded in
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cases of fraud, wrongdoing, or when justice demands. Additionally, the Court underscored
the principle that the decision to cease business operations, if made in good faith, is a
management prerogative that the law respects, barring instances of abuse or malicious
intent.

### Class Notes:

- A corporation is a legal entity with a personality separate from its officers, stockholders, or
sister companies. Only in cases of fraud, wrong, or to defend crime can this veil be pierced.
- The decision to close or cease business operations rests primarily on the management and
is respected by law unless made to circumvent legal obligations or done in bad faith.

- Personal liability of corporate officers for corporate obligations arises only when they act
with bad faith or malice.

**Key Statutes and Provisions:**
- Article 283, Labor Code of the Philippines: Provides grounds for termination due to
business closures or retrenchment to prevent losses, including the requisite notice period
and separation pay computation.

### Historical Background:

This case reflects the complexities surrounding labor disputes, corporate restructuring, and
the principle of separate corporate personality within the Philippine legal framework. It
underscores the tension between protecting workers’ rights and respecting the autonomy
and prerogatives of business management. The context of the decision emphasizes the
Supreme Court’s cautious approach in balancing these interests, particularly in cases
involving allegations of union-busting and evasion of labor rights through corporate
maneuvering.
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