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Title: R.F. Sugay & Co., Inc. vs. Pablo C. Reyes, Cesar Curata, Pacific Products Inc., and
Workmen’s Compensation Commission

Facts:
On January 13, 1961, Pablo C. Reyes and Cesar Curata, while painting the building of
Pacific Products, Inc., suffered burns due to an accidental fire, resulting in injuries that led
to temporary and permanent disability.

The claimants filed for disability and medical expenses against R.F. Sugay & Co., Inc.,
Romulo F. Sugay, and Pacific Products, Inc. The procedural posture of the case is as follows:
1. **Regional Office (Department of Labor)**:
– The R.F. Sugay & Co., Inc. denied any employer-employee relationship with the claimants,
pointing to Pacific Products, Inc., and Romulo F. Sugay, who had a separate business.
– Romulo F. Sugay did not formally respond but appeared in hearings to disclaim liability.
–  Pacific Products,  Inc.  admitted to a fire loss of  PHP 2,000,000 but claimed that the
claimants were employed by R.F. Sugay & Co., Inc. or Romulo F. Sugay.

2. **Hearing Officer’s Decision**:
– The officer dismissed the case against R.F. Sugay & Co., Inc. and Romulo F. Sugay, citing
no employer-employee relationship.
– Pacific Products, Inc. was ordered to pay compensation totaling PHP 1,283.96 to Reyes
and PHP 5,625.80 to Curata for their injuries and disabilities.
– Pacific Products, Inc. appealed this decision.

3. **Workmen’s Compensation Commission**:
– On August 24, 1962, the Commission affirmed the injuries’ compensability but reversed
the employer  finding R.F.  Sugay & Co.,  Inc.  as  the  statutory  employer  and liable  for
compensation, absolving Pacific Products, Inc.

4. **Commission en banc**:
– Denied motion for reconsideration by R.F. Sugay & Co., Inc. It held that the findings were
supported by evidence and were conclusive.

5. **Supreme Court**:
– R.F. Sugay & Co., Inc. appealed to the Supreme Court, arguing that Pacific Products, Inc.
was the claimants’ employer.

Issues:



G.R. No. L-20451. December 28, 1964 (Case Brief / Digest)

© 2024 - batas.org | 2

The key legal issue presented was whether R.F. Sugay & Co., Inc., or Pacific Products, Inc.
was the statutory employer liable for the compensation claims of Pablo C. Reyes and Cesar
Curata.

Court’s Decision:
The Supreme Court affirmed the Commission’s decision, identifying R.F. Sugay & Co., Inc.
as the statutory employer. The Court outlined the following:

1. **Findings of Fact**:
– It emphasized that only questions of law should be raised in Commission decisions, with
factual findings being conclusive if supported by evidence.
– In this instance, the Commission’s findings were supported: R.F. Sugay & Co., Inc. had
power  over  hiring,  payment  of  wages,  dismissal,  and  control  over  the  claimants—all
indicative of an employer-employee relationship.

2. **Defeating Corporate Veil**:
– The Court rejected R.F. Sugay & Co.’s argument that Romulo F. Sugay’s separate business
excluded their liability. Instead, it determined that corporate fiction should not be used to
perpetrate fraud or confuse legitimate issues.
– It found that the dual roles played by Romulo F. Sugay, President of both entities, could
not alter the employer-employee relationship facts.

Doctrine:
The case establishes or reaffirms the principle that when a corporation uses its separate
legal personality to defraud or confuse legitimate issues, the corporate veil can be pierced.
Further, determining the statutory employer for compensation claims hinges on factors like
actual control, engagement, power of dismissal, and payment of employees.

Class Notes:

### Key Elements/Concepts:
1. **Employer-Employee Relationship**:
– Determined by control, payment of wages, power of dismissal, and overall engagement.
– Relevant statutes: Workmen’s Compensation Act.
– Reference case: Viaña vs. Alejo-Alagadan (L-8967).

2. **Piercing the Corporate Veil**:
– Applicable when corporate separation is used to perpetuate fraud or mislead on real
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issues.
– Ensures entities cannot evade liabilities by hiding behind separate legal personalities.

3. **Commission Findings**:
– Factual findings by the Workmen’s Compensation Commission are generally conclusive
and binding unless unsupported by evidence.
– Pertinent ruling: Bernardo vs. Pascual (L-13260).

### Statutory Provisions:
– **Workmen’s Compensation Act**:
– Section 39(b): Defines ‘casual employee’ and employer responsibilities.
– Section 55: Imposes fees on employers for compensation claims.

Historical Background:
During the early 1960s, industrialization in the Philippines was expanding, with numerous
factories and construction projects leading to complex work environments. Work-related
injuries became increasingly common, necessitating legal  clarity  on employer liabilities
under the Workmen’s Compensation Act. This case reflects the legal struggles to define and
assign responsibility amidst evolving corporate structures and operational arrangements.


