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### Title:
Valdez v. National Labor Relations Commission and Nelbusco, Inc.: A Landmark Case on
Constructive Dismissal and the Right to Back Wages in Philippine Labor Law

### Facts:
Reynaldo Valdez,  the  petitioner,  was  hired as  a  bus  driver  on a  commission basis  by
Nelbusco, Inc. in December 1986, earning roughly P6,000 monthly. On February 28, 1993,
the airconditioning unit of his bus malfunctioned, leading the company to instruct him to
await repairs, during which he received no assignment. Despite regularly reporting for
work,  Valdez  found  the  bus  operational  with  a  new driver  and  discovered  efforts  by
Nelbusco urging him to sign a pre-dated resignation and a blank affidavit of quitclaim.
Consequently, on June 15, 1993, Valdez filed a complaint for illegal dismissal and related
claims.

Nelbusco contended that the bus breakdown was Valdez’s fault and claimed he resigned
voluntarily, a position Valdez contested by filing the complaint before the Labor Arbiter,
which ruled in his favor on September 15, 1994, granting him back wages, separation pay,
and refunds totaling P156,000. Nelbusco appealed to the NLRC, which on December 13,
1995,  reversed  this  decision,  offering  reinstatement  without  back  wages  or,  where
impossible,  separation  benefits  calculated  until  his  lay-off  and  the  same  refunds.  A
subsequent motion for reconsideration by Valdez was denied on March 15, 1996, prompting
the appeal to the Supreme Court under a special civil action for certiorari.

### Issues:
1. Whether or not Valdez was illegally dismissed.
2. Whether or not Valdez is entitled to back wages and separation pay from the time of lay-
off.

### Court’s Decision:
The Supreme Court found the NLRC’s decision gravely abusive of its discretion, particularly
in denying the claims of illegal dismissal and back wages to Valdez. Applying Article 286 of
the Labor Code by analogy, the Court determined a more than six-month non-assignment
due  to  a  mechanical  breakdown—and  not  an  entirely  suspended  business
operation—constituted constructive dismissal. Furthermore, Nelbusco’s actions, including
an attempt to have Valdez sign a resignation and the employment of another driver for his
bus, along with the failure to reemploy him even after six months, underscored the illegal
dismissal. The Supreme Court reinstated the Labor Arbiter’s decision, awarding Valdez full
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back wages, separation pay in lieu of reinstatement, and refunds.

### Doctrine:
This case reiterates the doctrine that an employee’s “floating status” exceeding six months
constitutes  constructive  dismissal,  entitling  the  employee  to  back  wages,  separation
benefits, and other entitlements. It also emphasizes that the burden of proof in termination
cases lies with the employer to demonstrate just cause.

### Class Notes:
–  **Constructive  Dismissal:**  Occurs  when  an  employee’s  work  situation  becomes
intolerable forcing resignation, or when an employee is kept on indefinite “floating status”
beyond six months.
– **Article 286 of the Labor Code:** Used by analogy, outlines that non-assignment of duties
beyond six months is tantamount to dismissal.
– **Resignation vs. Dismissal:** Voluntary resignation contradicts claims of illegal dismissal;
the latter necessitates proving just cause by the employer.
– **Burden of Proof:** In dismissal cases, it is the employer’s responsibility to show the
dismissal was for just cause.
– **Back Wages and Separation Pay:** Rightly awarded to an employee found to have been
constructively or illegally dismissed, computed from the time of dismissal to reinstatement
or, in lieu thereof, to the final judgment.

### Historical Background:
This case underscores the evolution of labor jurisprudence in the Philippines regarding
constructive dismissal and workers’ rights to fair remuneration and job security, reflecting
the judicial system’s balancing act between employer prerogatives and the protection of
labor rights.


