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### Title: Philippine Long Distance Telephone Company and/or Ernani Tumimbang vs.
Henry Estranero

### Facts:
Philippine  Long  Distance  Telephone  Company  (PLDT),  engaged  in  telecommunication
services,  implemented  a  Manpower  Reduction  Program  (MRP)  in  1995  to  reduce  its
workforce. Under this program, employees affected by redundancy were offered a package,
which Henry Estranero, employed since July 1, 1995, accepted, leading to his inclusion in
the redundancy and eventual separation in 2003. His redundancy pay and other benefits
totaled P267,028.37. However, Dranero’s outstanding loan obligations equated precisely to
his redundancy package, resulting in a “zero pesos” take-home pay. Estranero attempted to
retract  his  acceptance,  was  barred  from returning  to  work,  and  subsequently  filed  a
complaint for illegal dismissal against PLDT and Ernani Tumimbang, the Division Head. The
Labor Arbiter (LA) ruled in Estranero’s favor, ordering PLDT to pay the redundancy pay
while dismissing the set-off of loans due to lack of jurisdiction. The NLRC affirmed this
decision,  and upon PLDT’s  further  appeal,  the  Court  of  Appeals  (CA)  also  sided  with
Estranero. The CA’s ruling emphasized the lack of evidence for a valid deduction of loan
obligations from Estranero’s redundancy pay.

### Issues:
1.  Whether  the  deductions  from Estranero’s  redundancy  pay  for  his  outstanding  loan
obligations were lawful.
2. Whether the set-off of Estranero’s loan obligations against his redundancy pay falls within
the jurisdiction of Labor Arbitration.

### Court’s Decision:
The  Supreme  Court  upheld  the  CA’s  decision,  affirming  that  PLDT  unjustly  deducted
Estranero’s  loan  obligations  from his  redundancy  pay.  The  Court  reiterated  that  such
deductions require either statutory authorization or the employee’s written consent, neither
of which PLDT could provide. The Court further highlighted the distinction between an
employer’s legal rights and an individual’s debt obligations, reaffirming that PLDT’s course
of action was tantamount to unlawful withholding of wages, as prescribed by Article 113 and
Article 116 of the Labor Code. The ruling underscored the absence of a mutual creditor-
debtor relationship between PLDT and Estranero concerning the loans, thus invalidating
any claim of PLDT to offset the redundancy pay against the loans.

### Doctrine:
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This case reiterates the doctrine that employer deductions from employee wages are strictly
regulated, requiring explicit authorization by law or the direct consent of the employee.
Moreover, the principle of set-off or legal compensation demands a mutual creditor-debtor
relationship, which is absent in instances where the employee’s loan obligations are to
entities other than the employer.

### Class Notes:
1. **Article 113 of the Labor Code**: No employer shall make deductions from wages except
as permitted by law or with the worker’s explicit written authorization.
2. **Article 116 of the Labor Code**: It prohibits withholding any part of the wages without
the worker’s consent.
3.  **Employer-Employee  Relationship  vs.  Debtor-Creditor  Relationship**:  This  case
distinguishes between labor disputes falling under employment relations and civil disputes
arising from loan agreements.
4. **Doctrine of Set-off or Legal Compensation**: This requires a mutual debtor-creditor
relationship, which was not established between PLDT and Estranero.
5. **Protections against Unwarranted Wage Deductions**: This case affirms the protective
legal  framework  ensuring  workers’  wages  are  shielded  from unauthorized  deductions,
highlighting the necessary conditions under which deductions may be lawfully made.

### Historical Background:
In addressing the historical context, the case reflects the broader challenges within labor
relations and the protections afforded to employees under Philippine Law. The Manpower
Reduction Program (MRP),  while a legitimate effort  by PLDT to streamline operations,
brought to the fore significant legal considerations regarding employee benefits and the
lawful  boundaries  within  which  employers  can  operate  when  addressing  financial
obligations of employees. This case contributes to the jurisprudence ensuring that while
employers may undertake initiatives like MRPs, employee rights,  particularly regarding
wages and benefits, remain safeguarded against practices not sanctioned by law or lacking
employee consent.


