G.R. No. 117495. May 29, 1997 (Case Brief / Digest)

Title: Nelly Acta Martinez vs. National Labor Relations Commission et al.
Facts:

1. Raul Martinez operated four taxicab units under the business names PAMA TX and P.].
TIGER TX.

2. Eleven individuals, Dominador Corro, Pastor Corro, Celestino Corro, Luis Corro, Ereberto
Corro, Jaime Cruz, Wenceslao Delvo, Gregorio Delvo, Hermejias Colibao, Jose Ogana, and
Alonso Albao, were hired as drivers under a boundary system where they earned no less
than P400 per day since October 20, 1989.

3. Raul Martinez died on March 18, 1992, leaving his mother, Nelly Acta Martinez, as his
sole heir.

4. On July 14, 1992, the drivers filed a complaint for non-payment of 13th month pay and
illegal dismissal against Nelly Acta Martinez, alleging she continued the business post-
Raul’s death and later replaced them with other drivers.

5. Nelly Acta Martinez claimed the obligation to pay the 13th month was personal, hence did
not survive Raul’s death, and these drivers were lessors, not employees. She further
contended she lacked the competence to manage and did not continue operations.

6. The Labor Arbiter dismissed the complaint on August 30, 1993, stating the claims were
personal, the business ceased, and the boundary system precluded an employer-employee
relationship.

7. On appeal, the NLRC ruled that there was an employer-employee relationship, the
business continued, and that claims survived Raul’s death but upheld the boundary system
exemption from 13th month pay. It ordered separation pay as an alternative to
reinstatement on January 28, 1994.

8. Nelly Acta Martinez sought reconsideration, which the NLRC denied on September 30,
1994.

9. The Supreme Court issued a temporary restraining order on October 11, 1995, enjoining
the NLRC'’s decision.

Issues:
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1. Whether the NLRC acted beyond its jurisdiction by assuming control over the unresolved
estate of the deceased and obligating the successor with claims against the deceased.

2. Whether the 13th-month pay obligation, being personal, survived Raul’s death.

3. Whether an employer-employee relationship existed between Raul and the private
respondents based on the boundary system.

4. Whether an employer-employee relationship continued with Nelly Acta Martinez.
5. Whether respondents were illegally dismissed.
Court’s Decision:

1. The Supreme Court ruled the NLRC committed grave abuse of discretion in presuming an
employer-employee relationship between Nelly Martinez and the respondents with no
substantial evidence.

2. It affirmed that the 13th month pay obligation was personal to Raul Martinez and
extinguished upon his death; any potential claims should be pursued in estate proceedings,
not by assuming a relationship that wasn’t evidenced as continued.

3. It reiterated the precedent that a boundary system creates a viable employer-employee
relationship but found no evidence of its continuity with Nelly Martinez.

4. As there was no evidence Nelly Martinez continued the business or employ the drivers,
they were neither employees of hers nor were they illegally dismissed by her.

Doctrine:

- Labor obligations are personal to the employer and do not pass to the successors unless
explicitly assumed.

- The relationship between transport operators and drivers under the boundary system is
employer-employee.

- For employment claims to continue post-mortem, they must be pursued through estate
proceedings.

Class Notes:
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- Estate Proceedings: Claims against a deceased employer should be filed through estate
probate proceedings.

- Boundary System: Drivers compensated by keeping proceeds beyond a set “boundary” still
form an employer-employee relationship under employment law principles.

- Employer Transition: Successor liability in labor contracts must be explicit; mere
assumption of a business does not imply continuation of employment contracts without
evidence.

- Labor Code Provisions: Art. 280 relates to determining the nature of employment and
employer-employee relationships under specific working arrangements.

Historical Background:

The case reflects on jurisdictional boundaries between labor rights and inheritance law,
contemporary to the shift in handling enterprise responsibility and liability within Philippine
labor law. It explores the limits of labor arbiters versus estate management, particularly
magnified during a time when rights to compensation and employment continuity under
evolving business structures were legally scrutinized. It highlights the sensitivity of labor
agreements when employers suffer death and the ensuing procedural complexities
regarding obligations of the deceased employer.
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