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REGALADO, J.:

A man said to the Universe,

Behold, I am born!However, replied the Universe, The fact does not create in meA sense of obligation.

To most, these familiar verses express the article of faith for self-reliance. To the racist in some countries,
however, they mean that the world does not owe the Negroid or other colored people equal solicitude. The
neo-colonial in the Philippines would hold the Negrito or a member of indigenous cultural communities to the
same social bondage. But our Constitution and our laws were precisely formulated under a sense of obligation to
the marginalized and the underprivileged. Under such mandates, this Court has always accorded them scrupulous
and compassionate attention. In now resolving their predicament in the case at bar, it calls once again on the old
Castilian tenet: A el que la vida ha dado menos, deséle mas por la ley. [1]

In this petition for certiorari, the resolution of the National Labor Relations Commission (hereafter, NLRC) dated
February 28, 1992 [2] which dismissed the appeal of herein petitioners from the decision of the labor arbiter [3]
for failure to file a supersedeas bond, as well as its resolution dated April 30, 1992 [4] denying their motion for
reconsideration, are assailed for having been rendered with grave abuse of discretion.

The antecedents of the present recourse, as culled from the records, are that herein private respondent, Fernando
Sanchez, filed a complaint for illegal dismissal, non-payment of back wages and other benefits on January 3, 1991
with Regional Office No. III of the Department of Labor and Employment in Olongapo City, originally docketed
therein as NLRC Case No. RAB III 01-1931-91. The complaint, naming Cabalan Pastulan Negrito Labor
Association (CAPANELA, for brevity) and its president, Jose Alviz, Sr., as respondents, alleged that the former
was employed by CAPANELA as a foreman with a monthly salary of P3,245.70 from March, 1977 until he was
illegally dismissed on January 1, 1990. [5]

Said complaint was later amended on February 22, 1991 to introduce the correction that private respondent was
illegally dismissed on March 27, 1990 (instead of January 1, 1990), and to further pray for reinstatement without
loss of seniority rights and payment of full back wages and moral and exemplary damages. [6] As no amicable
settlement was arrived at during the mandatory pre-conference despite efforts exerted by the labor arbiter, the
parties were required to simultaneously submit their respective position papers and/or affidavits. [7] The case was
submitted for resolution on March 11, 1991 on the bases of said position papers and other evidence, but the
parties were further allowed to submit their respective memoranda, [8] after which the case was deemed
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submitted for decision on May 29, 1991. [9]

A decision was rendered on June 24, 1991 in favor of herein private respondent, declaring his dismissal illegal,
and ordering herein petitioners, jointly and severally --

"1.

To pay the backwages of complainant from March 24, 1990 until June 24, 1991 and for 15 months at P3,245.70 a
month equals P48,685.50;

2.

To immediately reinstate complainant to his former or equivalent position without loss of seniority rights and
other privileges, and for this purpose, respondents are hereby ordered to submit proof of the physical or payroll
reinstatement of the complainant within five (5) working days from receipt hereof, provided further that should
reinstatement (be) not feasible due to any supervening event, respondents are further ordered to pay the separation
pay of complainant equivalent to one month salary for every year of service, a fraction of at least six (6) months
service considered as one (1) whole year, in addition to his backwages; x x x."

but dismissing the claim for moral and exemplary damages for want of substantial evidence. [10]

The records further reveal that private respondent subsequently filed a motion for the issuance of a writ of
execution on July 15, 1991. [11] This was opposed by CAPANELA [12] through its new counsel, Atty. Isagani
M. Jungco, who at the same time filed a memorandum of appeal [13] in its behalf, although admittedly without
posting a supersedeas bond because of want of funds of either CAPANELA or its president and co-petitioner
Alviz, Sr. Private respondent, in his answer to CAPANELA's memorandum of appeal [14] and reply to opposition
to motion for execution, [15] was unconvinced and adamantly insisted on the dismissal of the appeal due to
non-perfection thereof for failure to comply with the legal requirement of posting a cash or surety bond as a
requisite for the perfection of an appeal.

A partial writ of execution [16] was issued by Labor Arbiter Saludares on August 15, 1991 ordering the physical
or payroll reinstatement of private respondent. The sheriff's return of November 4, 1991, signed by Numeriano S.
Reyes, Sheriff II of the NLRC Regional Arbitration Branch No. III, stated that the writ expired without any
indication of private respondent having been reinstated. [17]

As stated at the outset, the NLRC dismissed the appeal on February 28, 1992 for failure of petitioners to post the
supersedeas bond required by law, stating that "(r)espondents' contention that it cannot post bond because it is
insolvent deserve(s) scant consideration not being accompanied by proof there(of)," and denied petitioner's
motion for reconsideration.

The present controversy raises as principal issues for resolution by the Court whether or not (1) the dismissal of
private respondent was legal, and (2) the appeal was perfected despite failure to file a supersedeas bond.

Anent the first issue, before we delve into the matter of the alleged illegal dismissal of private respondent Sanchez
by petitioner CAPANELA, it is evidently necessary to ascertain the existence of an employer-employee
relationship between them.

Petitioners asseverate that CAPANELA is an association composed of Negritos who worked inside the American
naval base in Subic Bay (hereinafter referred to as the Base). They initially received a daily wage of P100.00 and
thus earned, on the average, less than P3,000.00 per month. Said association organized the system of employment
of members of this cultural community who were accorded special treatment concededly because of the
occupancy of their ancestral lands as part of the operational area and military facility used by the Base authorities.
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CAPANELA, through its officers, saw to it that its members reported for work, recorded their attendance, and
distributed the workers' salaries paid by the Base at the end of a specific pay period, without gaining any amount
from such undertakings. Petitioner Alviz, Sr., for his part and as president of CAPANELA, was himself only an
employee at the Base. In other words, neither CAPANELA nor its president was the employer of private
respondent Sanchez; rather, it was the United States Government acting through the military base authorities. [18]

Contrarily, private respondent maintains that there existed an employer-employee relationship, as allegedly
supported by the evidence on record, and that petitioners CAPANELA and Alviz, Sr. exercised control as
employer over the means and methods by which the work was accomplished. He further argues that since the
determination of the existence of an employer-employee relationship is a factual question, the findings of the
labor officials thereon should be considered conclusive and binding upon and respected by the appellate courts.
[19]

It is hence clearly apparent that the judgment of the labor arbiter, as affirmed by respondent commission,
declaring the dismissal of private respondent illegal and ordering the payment of back wages to him together with
his payroll or physical reinstatement, was premised on the finding that there was an existing employer-employee
relationship.

Indeed, findings of fact and conclusions of the labor arbiter, [20] as well as those of the NLRC, [21] or, for that
matter, any other adjudicative body which can be considered as a trier of facts on specific matters within its field
of expertise, [22] should be considered as binding and conclusive upon the appellate courts. This is in addition to
the fact that they were in a better position to assess and evaluate the credibility of the contending parties and the
validity of their respective evidence. [23] However, these doctrinal strictures hold true only when such findings
and conclusions are supported by substantial evidence. [24]

In the case at bar, we are hard put to find sufficient evidential support for public respondent's conclusion on the
putative existence of an employer-employee relationship between petitioners and private respondent. We are
accordingly persuaded that there is ample justification to disturb the findings of respondent NLRC and to hold
that a reconsideration of its challenged resolutions is in order.

A careful reevaluation of the documentary evidence of record belies the finding that CAPANELA, through its
president and co-petitioner, Jose Alviz, Sr., wielded control as an employer over private respondent. It will be
noted that in his affidavit dated March 4, 1991, [25] private respondent himself declared that through the
intervention of CAPANELA, by way of its June 13, 1989 letter [26] to Lt. Mark S. Kistner, he was cleared of the
charge of larceny of U.S. government property. Thereafter, in an indorsement dated July 11, 1989 from the
Director of Security, U.S. Navy Public Works Center, the recommendation for his reinstatement and the release of
his gate pass to the Base was addressed to the Director, Investigation Section, U.S. Facility Security Department
via the Director of the Contracts Administration Division. [27]

This only goes to show that CAPANELA had in fact no control over the continued employment of its members
working in the U.S. naval base. For, after conducting its own investigation, CAPANELA could only intervene in
behalf of its members facing charges through a recommendatory action or request for favorable consideration. It
could not, on its own authority, exonerate such members from the charges, much less effect their reinstatement
without the approval of the Base authorities. Interestingly, in order to comply with the labor arbiter's decision of
June 24, 1991, CAPANELA even had to write to the Resident Officer-in-Charge of the Facility Support Contracts
at Subic Bay recommending the reinstatement of private respondent to his former position. [28]

Under their arrangement, CAPANELA, through its officers, could only impose disciplinary sanctions upon its
members for infractions of its own rules and regulations, to the extent of ousting a member from the association
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when called for under the circumstances. Nonetheless, such termination of membership in the association, which
could result in curtailment of the privilege of working at the Base inasmuch as employment therein was
conditioned upon membership in CAPANELA, is not equivalent to the illegal dismissal from employment
contemplated in our labor laws. Petitioners, not being the employer, obviously could not arrogate unto themselves
an employer's prerogatives of hiring and firing workers.

As succinctly pointed out by the Solicitor General:

"True, there was a stipulation to the effect that Fernando Sanchez was employed by petitioner CAPANELA,
but the real employer was the United States government and petitioner was just a ‘labor-only contractor.'
Annexes 'G' and 'H' of CAPANELA's Memorandum on Appeal show that the award or contract of work was
between CAPANELA and the United States government through the U.S. Navy. The same contract likewise
clearly stipulated that CAPANELA was to 'provide labor and material to perform trash sorting services in the
Base period for all work specified in Section C.' Annex 'A' of complainant Fernando Sanchez' Answer to
petitioner's Memorandum on Appeal itself proves that the negotiation was between CAPANELA and the U.S.
Navy, with the former supplying the labor and the U.S. government paying the wages. Since CAPANELA
merely provided the labor force, it cannot be deduced therefrom that CAPANELA should also compensate the
laborers; it is a case of non sequitur. In other words, the actual mechanical act of making payments was done
by CAPANELA, but the monies therefor were provided and disbursements made by the disbursing officer of
the U.S. Naval Supply Depot, Subic Bay (see Annexes ‘G’ and 'H').

"Moreover, ingress and egress in the work premises were controlled not by CAPANELA but by the U.S. Base
authorities who could even reject entry of CAPANELA members then duly employed as part of the project,
and impose disciplinary sanctions against them. Annex '1' of petitioners' Position Paper as respondent in the
NLRC Case No. RAB-III-01-193 1-91, which was the letter of Lt. M.E. Kistner of the U.S. Navy, clearly
proves this." [29] (Underscoring in the original text.)

Prevailing case law enumerates the essential elements of an employer-employee relationship as: (a) the selection
and engagement of the employee; (b) the payment of wages; (c) the power of dismissal; and (d) the power of
control with regard to the means and methods by which the work is to be accomplished, with the power of control
being the most determinative factor. [30]

The Solicitor General pertinently illustrates the glaring absence of these elements in the present case:

"x x x, as aforeshown, CAPANELA had no control of the premises as it was the U.S. naval authorities who
had the power to issue passes or deny their issuance. In fact, CAPANELA did not have absolute control on the
disciplinary measures to be imposed on its members employed in the Base. Annex '1' of CAPANELA's
Position Paper submitted before the NLRC Regional Arbitration Branch established the U.S. Navy's right to
impose disciplinary measures for violations or infractions of its rules and regulations as well as the right to
recommend suspensions or dismissals of the workers. Moreover, it was not shown that CAPANELA had
control of the means and methods or manner by which the workers were to go about their work. These are
indeed strong indicia of the U.S. Navy's right of control over the workers as direct employer.

"Third, there is evidence to prove that payment of wages was merely done through CAPANELA, but the
source of payment was actually the U.S. government paying workers according to the volume of work
accomplished on rates agreed upon between CAPANELA and the U.S. government. x x x." [31]

It would, therefore, be inutile to discuss the matter of the legality or illegality of the dismissal of private
respondent. Considering that petitioners cannot legally be considered as the employer of herein private
respondent, it follows that it cannot be made liable as such nor be required to bear the responsibility for the legal
consequences of the charge of illegal dismissal. Granting arguendo that private respondent was illegally
dismissed, the action should properly be directed against the U.S. government which, through the Base
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authorities, was the true employer in this case.

Neither can petitioners be deemed to have been engaged in permissible job contracting under the law, for failure
to satisfy the following prescribed conditions:

1. The contractor carries on an independent business and undertakes the contract work on his own account under
his own responsibility according to his own manner and method, free from the control and direction of his
employer or principal in all matters connected with performance of the work except as to the results thereof; and

2. The contractor has substantial capital or investment in the form of tools, equipment, machineries, work
premises and other materials which are necessary in the conduct of his business. [32]

In the present case, the setup was such that CAPANELA was merely tasked with organizing the Negritos to
facilitate the orderly administration of work made available to them at the base facilities, that is, sorting scraps for
recycling. CAPANELA recorded the attendance of its members and submitted the same to the Base authorities for
the determination of wages due them and the preparation of the payroll. Payment of wages was coursed through
CAPANELA but the funds therefor came from the coffers of the Base. Once inside the Base, control over the
means and methods of work was exercised by the Base authorities. Accordingly, CAPANELA functioned as just
an administrator of its Negrito members employed at the Base.

From the legal standpoint, CAPANELA's activities may at most be considered akin to that of labor-only
contracting, albeit of a special or peculiar type, wherein CAPANELA, operating like a contractor, merely acted as
an agent or intermediary of the employer. [33]

The Solicitor General ramifies this aspect:

"x x x, petitioner CAPANELA could not be classified as an 'independent contractor' because it was not shown
that it has substantial capital or investments to qualify as such under the law. On the other hand, it was
apparent that the premises, tools, equipment, and other paraphernalia used by the workers were all supplied by
the U.S. government through the U.S. Navy. What CAPANELA supplied was only the local labor force,
complainant Fernando Sanchez among them. It is therefore clear that CAPANELA had no capital outlay
involved in the business or in the maintenance thereof." [34]

While it is not denied that an association or a labor organization or union can at times be an employer insofar as
people hired by it to dispose of its business are concerned, [35] the situation in this case is altogether different. A
proper and necessary distinction should be made between the employees of CAPANELA who actually attended to
its myriad functions as an association and its members who were employed in the jobsite inside the Base vis-a-vis
CAPANELA's relative position as the employer of the former and a mere administrator with respect to the latter.

On the matter of the perfection of an appeal from the decision of the NLRC, petitioners plead for a more
considerate and humane application of the law as would allow their appeal to prosper despite non-posting of a
supersedeas bond on account of their insolvency. To dismiss the appeal for failure to post said bond, petitioners
aver, is tantamount to denial of the constitutionally guaranteed right of access to courts by reason of poverty. [36]
Private respondent, on the other hand, argues that perfection of an appeal within the reglementary period and in
compliance with all requirements of the law therefor is jurisdictional. That petitioners do not have the funds for
the premiums for posting a supersedeas bond or for a cash deposit, disdainfully says private respondent, "is not in
the least our problem." [37]

We have no quarrel with the provision of Article 223 of the Labor Code which, in part and among others, requires
that in case of a judgment involving a monetary award, an appeal by the employer may be perfected only upon
posting of a cash or surety bond issued by a reputable bonding company duly accredited by the commission in the
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amount equivalent to the monetary award in the judgment appealed from. Perfection of an appeal within the
period and in the manner prescribed by law is jurisdictional [38] and non-compliance with such legal
requirements is fatal and has the effect of rendering the judgment final and executory. [39]

However, in a number of recent cases, [40] the Court has eased the requirement of posting a bond, as a condition
for perfection of appeals in labor cases, when to do so would bring about the immediate and appropriate
resolution of controversies on the merits without over-indulgence in technicalities, [41] ever mindful of the
underlying spirit and intention of the Labor Code to ascertain the facts of each case speedily and objectively
without regard to technical rules of law and procedure, all in the interest of due process. [42] Punctilious
adherence to stringent technical rules may be relaxed in the interest of the working man, [43] and should not
defeat the complete and equitable resolution of the rights and obligations of the parties. [44] Moreover, it is the
duty of labor officials to consider their decisions and inquire into the correctness of execution, as supervening
events may affect such execution. [45]

The Solicitor General realistically assesses the situation, thus:

"x x x As aforestated, above the technical consideration on whether failure to post a supersedeas bond was fatal
to petitioners' appeal is the importance of first resolving whether there was indeed an employer-employee
relationship in this case so as not to render the execution of the NLRC's resolution unenforceable or impossible
to implement. x x x Besides, it is of public notice that the U.S. Navy had withdrawn from the Subic Base in
view of the termination of the Bases Treaty. Even if CAPANELA were ordered to reinstate complainant
Fernando Sanchez, this is obviously an impossible thing to perform as there is no longer any work to be done
inside the Base. Nor is petitioner CAPANELA in a position to pay Sanchez's back wages considering that it
was the U.S. Navy that paid his wages. x x x." [46]

In light of the circumstances in this case, the Solicitor General further suggests two ways of writing finis to this
dispute, i.e., to reconsider public respondent's resolution of February 28, 1992 and April 30, 1992 and reinstate
petitioner's appeal to give the latter a chance to prove CAPANELA's insolvency or poverty, or to reverse the
decision of the labor arbiter on the ground that there was no employer-employee relationship between petitioner
CAPANELA and private respondent Sanchez. Harmonizing our evaluation of the facts of this case with the
greater interests of social justice, and considering that the parties involved are those upon whose socio-economic
status we prefaced this opinion, we opt for the latter.

While this Court, when it finds that a lower court or quasi-judicial body is in error, may simply and conveniently
nullify the challenged decision, resolution or order and remand the case thereto for further appropriate action, it is
well within the conscientious exercise of its broad review powers to refrain from doing so and instead choose to
render judgment on the merits when all material facts have been duly laid before it as would buttress its ultimate
conclusion, in the public interest and for the expeditious administration of justice, such as where the ends of
justice would not be subserved by the remand of the case. [47]

IN VIEW OF ALL THE FOREGOING PREMISES, the resolutions of February 28, 1992 and April 30, 1992 of
respondent National Labor Relations Commission are accordingly ANNULLED, and the adjudgment of Labor
Arbiter Dominador B. Saludares in NLRC Case No. RAB III 01-1931-91 is hereby REVERSED and SET ASIDE.

SO ORDERED.

Narvasa, C.J., (Chairman), Bidin, Puno and Mendoza, JJ., concur.

[1] The contemporary version, of varying attributions, is that "he who is less favored in life must be more favored
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