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### Title:
A. Nate Casket Maker and/or Armando and Anely Nate vs. Elias V. Arango, et al.

### Facts:
– Armando and Anely Nate owned A. Nate Casket Maker and employed Elias V. Arango,
Edwin M. Mapusao, Jorge C. Cariño,  Jermie Mapusao, Wilson A. Nate,  Edgar A. Nate,
Michael A. Montales, Celso A. Nate, Benjes A. Llona, and Allan A. Montales as carpenters,
mascilladors, and painters in their casket-making business from 1998 until their alleged
termination in March 2007.
– The respondents alleged they worked from Monday to Saturday, 7:00 a.m. to 10:00 p.m.
without overtime pay or monetary benefits. Petitioners proposed an employment agreement
changing the existing pakyaw system to a contractual basis on February 3, 2007.
– When respondents refused to sign the new contract, petitioners allegedly told them to go
home as their employment was terminated.
– Respondents filed a complaint on February 8, 2007, for illegal dismissal and non-payment
issues,  which  was  later  amended  to  include  underpayment  of  wages,  non-payment  of
overtime pay, holiday pay, 5-day service incentive leave pay, and 13th-month pay.
– Labor Arbiter Eduardo J. Carpio dismissed the complaint on August 15, 2007, citing lack of
merit  and appreciation of  petitioners’  claims about  the employment  arrangements  and
performance of respondents.
– The NLRC affirmed the LA’s decision on July 29, 2008, noting that no substantial evidence
showed petitioners terminated respondents’ employment.
– The respondents’ petition to the CA resulted in a reversal of the NLRC ruling on January 6,
2010, declaring illegal dismissal and ordering the payment of backwages, separation pay,
and monetary benefits.
– Petitioners filed a motion for reconsideration, which was denied. Hence, they brought the
matter to the Supreme Court, raising issues of grave abuse of discretion and factual errors.

### Issues:
1. Whether the Court of Appeals committed grave abuse of discretion by declaring that
respondents were illegally dismissed.
2. Whether serious errors in the findings of facts existed, thereby necessitating correction to
prevent grave and irreparable damage to petitioners.
3. Determination of respondents’ entitlement to monetary claims including overtime pay,
holiday pay, service incentive leave pay, and 13th-month pay.

### Court’s Decision:
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**Issue 1: Illegal Dismissal**
– The Supreme Court found that respondents were indeed terminated without just cause
and without the observance of  due process after refusing to sign the new contractual
agreement.
– Denial of the meeting on March 15, 2007, by the petitioners was not credible compared to
respondents’ consistent testimonies and supporting context.
– Thus, the Court of Appeals correctly held that respondents were illegally dismissed and
entitled  to  backwages  and  separation  pay  in  lieu  of  reinstatement  considering  the
impracticality of reinstatement after nine years.

**Issue 2: Entitlement to Monetary Claims**
– **Overtime Pay, Holiday Pay, and Service Incentive Leave Pay**: The Supreme Court
upheld the CA’s decision granting these claims to respondents, recognizing that pakyaw
workers (including respondents) who are not field personnel are indeed entitled to these
benefits.
– **13th Month Pay**: The Court recognized an error in the CA’s award of 13th-month pay
due to the specific exemption under Presidential Decree No. 851, which excludes workers
on a pakyaw or task basis from such entitlement.

### Doctrine:
–  **Employment  Termination**:  Employers  bear  the  burden  of  proving  just  cause  for
dismissal and adherence to due process.
– **Rights of Pakyaw Workers**: Workers paid on a piece-rate basis but not field personnel
are entitled to benefits like holiday pay and service incentive leave pay.
– **13th Month Pay Exclusion**: Workers on pakyaw or task basis are not entitled to the
13th-month pay under PD No. 851.

### Class Notes:
– **Illegal Dismissal**: The burden of proof lies on the employer to demonstrate valid cause
and procedural fairness.
– **Security of Tenure**: Article 279 of the Labor Code protects employees’ rights to tenure,
mandating procedures for lawful dismissal.
– **Monetary Claims**: Pakyaw workers are entitled to certain monetary benefits unless
exempted by statutes like PD No. 851.
– **Control Test**: Determines regular employment by the right of the employer to control
both the task and the manner of performance.
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### Historical Background:
–  The case  is  set  against  the  backdrop of  standard labor  disputes  in  the  Philippines’
manufacturing sector, highlighting the widespread use of piece-rate systems (pakyaw) and
common employer-employee conflicts over wage claims and employment status.
– The legal progression from labor arbiter to the Supreme Court demonstrates the dynamics
in  resolving  labor  disputes  under  the  Philippines  labor  law  framework,  reinforcing
protections against unjust dismissal and ensuring fair labor practices.

Legal references:
– **Labor Code of the Philippines**: Articles 279 and 280.
– **Presidential Decree No. 851**: Governing 13th month pay entitlements.
– **1987 Constitution**: Article XIII, Section 3 – security of tenure, humane conditions of
work, living wage.
– **Omnibus Rules Implementing the Labor Code**: Section 2, Rule XIV, Book V.


