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VILLARAMA, JR,, J.

At bar is a petition[1] under Rule 45 of the 1997 Rules of Civil Procedure, as amended, assailing the Decision[2]
and Resolution[3] of the Court of Appeals (CA) dated June 26, 2007 and January 11, 2008, respectively, which
reversed and set aside the Decision[4] of the National Labor Relations Commission (NLRC) in NLRC NCR CA
No. 046551-05 (NCR-00-03-02511-05). The NLRC decision vacated and set aside the Decision[5] of the Labor
Arbiter which found that respondent Joselito A. Caro (Caro) was illegally dismissed by petitioner Mirant
(Philippines) Corporation (Mirant).

Petitioner corporation is organized and operating under and by virtue of the laws of the Republic of the
Philippines. It is a holding company that owns shares in project companies such as Mirant Sua Corporation and
Mirant Pagbilao Corporation (Mirant Pagbilao) which operate and maintain power stations located in Sual,
Pangasinan and Pagbilao, Quezon, respectively. Petitioner corporation and its related companies maintain around
2,000 employees detailed in its main office and other sites. Petitioner corporation had changed its name to CEPA
Operations in 1996 and to Southern Company in 2001. In 2002, Southern Company was sold to petitioner Mirant
whose corporate parent is an Atlanta-based power producer in the United States of America[6] Petitioner
corporation is now known as Team Energy Corporation.[7]

Petitioner Edgardo A. Bautista (Bautista) was the President of petitioner corporation when respondent was
terminated from employment.[8]

Respondent was hired by Mirant Pagbilao on January 3, 1994 as its Logistics Officer. In 2002, when Southern
Company was sold to Mirant, respondent was already a Supervisor of the Logistics and Purchasing Department of
petitioner. At the time of the severance of his employment, respondent was the Procurement Supervisor of Mirant
Pagbilao assigned at petitioner corporation’s corporate office. As Procurement Supervisor, his main task was to
serve as the link between the Materials Management Department of petitioner corporation and its staff, and the
suppliers and service contractors in order to ensure that procurement is carried out in conformity with set policies,
procedures and practices. In addition, respondent was put incharge of ensuring the timely, economical, safe and
expeditious delivery of materials at the right quality and quantity to petitioner corporation’s plant. Respondent
was aso responsible for guiding and overseeing the welfare and training needs of the staff of the Materials
Management Department. Due to the nature of respondent’s functions, petitioner corporation considers his
position as confidential .[ 9]

The antecedent facts follow:

Respondent filed a complaint[10] for illegal dismissal and money claims for 13[th] and 14[th] month pay, bonuses
and other benefits, as well as the payment of moral and exemplary damages and attorney’s fees. Respondent
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posits the following allegations in his Position Paper:[11]

On January 3, 1994, respondent was hired by petitioner corporation as its Logistics Officer and was assigned at
petitioner corporation’s corporate office in Pasay City. At the time of the filing of the complaint, respondent was
already a Supervisor at the Logistics and Purchasing Department with a monthly salary of P39,815.00.

On November 3, 2004, petitioner corporation conducted a random drug test where respondent was randomly
chosen among its employees who would be tested for illegal drug use. Through an Intracompany
Correspondence,[12] these employees were informed that they were selected for random drug testing to be
conducted on the same day that they received the correspondence. Respondent was duly notified that he was
scheduled to be tested after lunch on that day. His receipt of the notice was evidenced by his signature on the
correspondence.

Respondent avers that at around 11:30 am. of the same day, he received a phone call from his wife's colleague
who informed him that a bombing incident occurred near his wife's work station in Tel Aviv, Israel where his
wife was then working as a caregiver. Respondent attached to his Position Paper a Press Release[13] of the
Department of Foreign Affairs (DFA) in Manila to prove the occurrence of the bombing incident and a letter[ 14]
from the colleague of hiswife who allegedly gave him a phone call from Tel Aviv.

Respondent claims that after the said phone call, he proceeded to the Isragli Embassy to confirm the news on the
aleged bombing incident. Respondent further claims that before he left the office on the day of the random drug
test, he first informed the secretary of his Department, Irene Torres (Torres), at around 12:30 p.m. that he will
give preferential attention to the emergency phone call that he just received. He also told Torres that he would be
back at the office as soon as he has resolved his predicament. Respondent recounts that he tried to contact his wife
by phone but he could not reach her. He then had to go to the Isragli Embassy to confirm the bombing incident.
However, he was told by Eveth Salvador (Salvador), a lobby attendant at the Israeli Embassy, that he could not be
alowed entry due to security reasons.

On that same day, at around 6:15 p.m., respondent returned to petitioner corporation’s office. When he was
finally able to charge his cellphone at the office, he received atext message from Tina Cecilia (Cecilia), a member
of the Drug Watch Committee that conducted the drug test, informing him to participate in the said drug test. He
immediately called up Ceciliato explain the reasons for his failure to submit himself to the random drug test that
day. He aso proposed that he would submit to a drug test the following day at his own expense. Respondent never
heard from Cecilia again.

On November 8, 2004, respondent received a Show Cause Notice[15] from petitioner corporation through Jaime
Dulot (Dulot), his immediate supervisor, requiring him to explain in writing why he should not be charged with
“unjustified refusal to submit to random drug testing.” Respondent submitted his written explanation[16] on
November 11, 2004. Petitioner corporation further required respondent on December 14, 2004 to submit
additional pieces of supporting documents to prove that respondent was at the Isragli Embassy in the afternoon of
November 3, 2004 and that the said bombing incident actually occurred. Respondent requested for a hearing to
explain that he could not submit proof that he was indeed present at the Israeli Embassy during the said day
because he was not alegedly allowed entry by the embassy due to security reasons. On January 3, 2005,
respondent submitted the required additional supporting documents.[17]

On January 13, 2005, petitioner corporation’s Investigating Panel issued an Investigating Report[18] finding
respondent guilty of “unjustified refusal to submit to random drug testing” and recommended a penalty of four
working weeks suspension without pay, instead of termination, due to the presence of mitigating circumstances.
In the same Report, the Investigating Panel also recommended that petitioner corporation should review its policy
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on random drug testing, especially of the ambiguities cast by the term “unjustified refusal.”

On January 19, 2005, petitioner corporation’s Asst. Vice President for Material Management Department, George
K. Lamela, Jr. (Lamela), recommended[19] that respondent be terminated from employment instead of merely
being suspended. Lamela argued that even if respondent did not outrightly refuse to take the random drug test, he
avoided the same. Lamela averred that “avoidance” was synonymous with “refusal.”

On February 14, 2005, respondent received a letter[20] from petitioner corporation’s Vice President for
Operations, Tommy J. Sliman (Sliman), terminating him on the same date. Respondent filed a Motion to
Appea[21] his termination on February 23, 2005. The motion was denied by petitioner corporation on March 1,
2005.

It is the contention of respondent that he was illegally dismissed by petitioner corporation due to the latter's
non-compliance with the twin requirements of notice and hearing. He asserts that while there was a notice
charging him of “unjustified refusal to submit to random drug testing,” there was no notice of hearing and
petitioner corporation’s investigation was not the equivalent of the “hearing” required under the law which
should have accorded respondent the opportunity to be heard.

Respondent further asserts that he wasillegally dismissed due to the following circumstances:
- He signed the notice that he was randomly selected as a participant to the company drug testing;

- Even the Investigating Panel was at aloss in interpreting the charge because it believed that the term “refusal”
was ambiguous, and therefore such doubt must be construed in his favor; and

- He agreed to take the drug test the following day at his own expense, which he says was clearly not an indication
of evasion from the drug test.

Petitioner corporation counters with the following allegations:

On November 3, 2004, a random drug test was conducted on petitioner corporation’s employees at its Corporate
Office at the CTC Bldg. in Roxas Blvd., Pasay City. The random drug test was conducted pursuant to Republic
Act No. 9165, otherwise known as the “Comprehensive Dangerous Drugs Act of 2002.” Respondent was
randomly selected among petitioner’s employees to undergo the said drug test which was to be carried out by
Drug Check Philippines, Inc.[22]

When respondent failed to appear at the scheduled drug test, Cecilia prepared an incident report addressed to
Dulot, the Logistics Manager of the Materials Management Department.[23] Since it was stated under petitioner
corporation’s Mirant Drugs Policy Employee Handbook to terminate an employee for “unjustified refusal to
submit to a random drug test” for the first offense, Dulot sent respondent a Show Cause Notice[24] dated
November 8, 2004, requiring him to explain why no disciplinary action should be imposed for his failure to take
the random drug test. Respondent, in a letter dated November 11, 2004, explained that he attended to an
emergency call from his wife's colleague and apologized for the inconvenience he had caused. He offered to
submit to a drug test the next day even at his expense.[25] Finding respondent’s explanation unsatisfactory,
petitioner corporation formed a panel to investigate and recommend the penalty to be imposed on respondent.[26]
The Investigating Panel found respondent’ s explanations as to his whereabouts on that day to be inconsistent, and
recommended that he be suspended for four weeks without pay. The Investigating Panel took into account that
respondent did not directly refuse to be subjected to the drug test and that he had been serving the company for
ten years without any record of violation of its policies. The Investigating Panel further recommended that the
Mirant Drug Policy be reviewed to clearly define the phrase “unjustified refusal to submit to random drug
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testing.”[27] Petitioner corporation’s Vice-President for Operations, Sliman, however disagreed with the
Investigating Panel’ s recommendations and terminated the services of respondent in accordance with the subject
drug policy. Sliman likewise stated that respondent’s violation of the policy amounted to willful breach of trust
and loss of confidence.[28]

A cursory examination of the pleadings of petitioner corporation would show that it concurs with the narration of
facts of respondent on material events from the time that Cecilia sent an electronic mail at about 9:23 am. on
November 3, 2004 to all employees of petitioner corporation assigned at its Corporate Office advising them of the
details of the drug test — up to the time of respondent’s missing his schedule to take the drug test. Petitioner
corporation and respondent’s point of disagreement, however, is whether respondent’s proffered reasons for not

being able to take the drug test on the scheduled day constituted valid defenses that would have taken his failure
to undergo the drug test out of the category of “unjustified refusal.” Petitioner corporation argues that
respondent’ s omission amounted to “unjustified refusal” to submit to the random drug test as he could not proffer

a satisfactory explanation why he failed to submit to the drug test:

- Petitioner corporation is not convinced that there was indeed such a phone call a noon of November 3, 2004 as
respondent could not even tell who called him up.

- Respondent could not even tell if he received the call via the landline telephone service at petitioner
corporation’s office or at his mobile phone.

- Petitioner corporation was also of the opinion that granting there was such a phone call, there was no compelling
reason for respondent to act on it at the expense of his scheduled drug testing. Petitioner corporation principally
pointed out that the call merely stated that a bomb exploded near his wife's work station without stating that his
wife was affected. Hence, it found no point in confirming it with extraordinary haste and forego the drug test
which would have taken only a few minutes to accomplish. If at al, respondent should have undergone the drug
testing first before proceeding to confirm the news so as to leave his mind free from this obligation.

- Petitioner corporation maintained that respondent could have easily asked permission from the Drug Watch
Committee that he was leaving the office since the place where the activity was conducted was very close to his
work station.[29]

To the mind of petitioners, they are not liable for illegal dismissal because al of these circumstances prove that
respondent really eluded the random drug test and was therefore validly terminated for cause after being properly
accorded with due process. Petitioners further argue that they have already fully settled the claim of respondent as
evidenced by a Quitclaim which he duly executed. Lastly, petitioners maintain that they are not guilty of unfair
labor practice as respondent’s dismissal was not intended to curtail his right to self-organization; that respondent
is not entitled to the payment of his 13[th] and 14[th] month bonuses and other incentives as he failed to show that
he is entitled to these amounts according to company policy; that respondent is not entitled to reinstatement,
payment of full back wages, moral and exemplary damages and attorney’ s fees due to his termination for cause.

In a decision dated August 31, 2005, Labor Arbiter Aliman D. Mangandog found respondent to have been
illegally dismissed. The Labor Arbiter also found that the quitclaim purportedly executed by respondent was not a
bona fide quitclaim which effectively discharged petitioners of all the claims of respondent in the case at bar. If at
al, the Labor Arbiter considered the execution of the quitclaim as a clear attempt on the part of petitioners to
mislead its office into thinking that respondent no longer had any cause of action against petitioner corporation.
The decision stated, viz.:

WHEREFORE, premises considered, this Office finds respondents GUILTY of illegal dismissal, and hereby
ordered to jointly and severally reinstate complainant back to his former position without loss on seniority
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rights and benefits and to pay him his backwages and other benefits from the date he was illegally dismissed
up to the time he is actually reinstated, partially computed as of this date in the amount of P258,797.50
(P39,815.00 x 6.5 mos.) plus his 13th and 14th month pay in the amount of P43,132.91 or in the total amount
of P301,930.41. Respondents are also ordered to pay complainant the amount of P3,000,000.00 as and by way
of moral and exemplary damages, and to pay complainant the amount equivalent to ten percent (10%) of the
total awards as and by way of attorney’s fees.

SO ORDERED.[30]

The Labor Arbiter stated that while petitioner corporation observed the proper procedure in the termination of an
employee for a purported authorized cause, such just cause did not exist in the case at bar. The decision did not
agree with the conclusions reached by petitioner corporation’s own Investigating Panel that while respondent did
not refuse to submit to the questioned drug test and merely “avoided” it on the designated day, “avoidance” and
“refusal” are one and the same. It also held that the terms “avoidance” and “refusal” are separate and distinct and
that “the two words are not even synonymous with each other.”[31] The Labor Arbiter considered as more
tenable the stance of respondent that his omission merely resulted to a “failure” to submit to the said drug test —
and not an “unjustified refusal.” Even if respondent’s omission is to be considered as refusal, the Labor Arbiter
opined that it was not tantamount to “unjustified refusal” which constitutes as just cause for his termination.
Finally, the Labor Arbiter found that respondent was entitled to moral and exemplary damages and attorney’s
fees.

On appeal to the NLRC, petitioners alleged that the decision of the Labor Arbiter was rendered with grave abuse
of discretion for being contrary to law, rules and established jurisprudence, and contained serious errors in the
findings of facts which, if not corrected, would cause grave and irreparable damage or injury to petitioners. The
NLRC, giving weight and emphasis to the inconsistencies in respondent’s explanations, considered his omission
as “unjustified refusal” in violation of petitioner corporation’s drug policy. Thus, in a decision dated May 31,

2006, the NLRC ruled, viz.:

X X X [Respondent] was duly notified as shown by copy of the notice x x x which he signed to acknowledge
receipt thereof on the said date. [Respondent] did not refute [petitioner corporation’s] allegation that he was
also personally reminded of said drug test on the same day by Ms. Cecilia of [petitioner corporation’s] drug
watch committee. However, [respondent] was nowhere to be found at [petitioner corporation’s| premises at the
time when he was supposed to be tested. Due to his failure to take part in the random drug test, an incident
report x x x was prepared by the Drug Cause Notice X X X to explain in writing why no disciplinary action
should be taken against him for his unjustified refusal to submit to random drug test, a type D offense
punishable with termination. Pursuant to said directive, [respondent] submitted an explanation x x x on 11
November 2004, pertinent portions of which read:

“1 was scheduled for drug test after lunch that day of November 3, 2004 as confirmed with Tina Cecilia. | was
having my lunch when a colleague of my wife abroad called up informing me that there was something wrong
[that] happened in their neighborhood, where a bomb exploded near her workstation. Immediately, | [Ieft] the
office to confirm said information but at around 12:30 P.M. that day, | informed MS. IRENE TORRES, our
Department Secretary([,] that | would be attending to this emergency call. Did even [inform] her that I’ll try to
be back as soon as possible but unfortunately, | was able to return at 6:15 P.M. | didn’t know that Tinawas the
one calling me on my cell that day. Did only receive her message after | charged my cell at the office that
night. | was ableto call back Tina Cecilialater [that] night if it’s possible to have it (drug test) the next day.

My apology [for] any inconvenience to the Drug Watch Committee, that | forgot everything that day including
my scheduled drug test due to confusion of what had happened. It [was] not my intention not to undergo nor
refuse to have a drug test knowing well that it's a company policy and it's mandated by law.”
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In the course of the investigation, [respondent] was requested to present proof pertaining to the alleged call he
received on 3 November 2004 from a colleague of his wife regarding the bomb explosion in Tel Aviv, his
presence at the Israel Embassy also on 3 November 2004. [Respondent], thereafter, submitted a facsimile which
he allegedly received from his wife's colleague confirming that she called and informed him of the bombing
incident. However, a perusal of said facsimile X X x reveals that the same cannot be given any probative value
because, as correctly observed by [petitioners], it can barely be read and upon inquiry with PLDT, the
international area code of Israel which is 00972 should appear on the face of the facsimile if indeed said facsimile
originated from Israel. [Respondent] also could not present proof of his presence at the Israel Embassy on said
time and date. He instead provided the name of a certain Ms. Eveth Salvador of said embassy who could certify
that he was present thereat. Accordingly, Mr. Bailon, a member of the investigation panel, verified with Ms.
Salvador who told him that she is only the telephone operator of the Israel Embassy and that she was not in a
position to validate [respondent’ s] presence at the Embassy. Mr. Bailon was then referred to a certain Ms. Aimee
Zandueta, also of said embassy, who confirmed that based on their records, [respondent] did not visit the embassy
nor was he attended to by any member of said embassy on 3 November 2004. Ms. Zandueta further informed Mr.
Bailon that no bombing occurred in Tel Aviv on 3 November 2004 and that the only reported incident of such
nature occurred on 1 November 2004. A letter x X X to this effect was written by Consul Ziva Samech of the
Embassy of Israel. A press release x x x of the Department of Foreign Affairs confirm[ed] that the bombing
occurred on 1 November 2004.

In his explanation, the [respondent] stated that the reason why he had to leave the office on 3 November 2004 was
to verify an information at the Israel Embassy of the alleged bombing incident on the same day. However,
[petitioners] in their position paper alleged that Ms. Torres of [petitioner] company received a text message from
him at around 12:47 p.m. informing her that he will try to be back since he had alot of things to do and asking her
if there was a signatory on that day. [Respondent] did not deny sending said text messages to Ms. Torres in his
reply and rejoinder x x x. He actually confirmed that he was involved in the CIIS registration with all companies
that was involved with [petitioner] company and worked on the registration of [petitioner] company’s vehicles
with TRO.

It is aso herein noted that [respondent] had initially reported to Ms. Torres that it was his mother in law who
informed him about the problem concerning his wife. However, in his written explanation x x X, the [respondent]
stated that it was afriend of his wife, whom he could not even identify, who informed him of the alleged bombing
incident in Tel Aviv, Israel. [Respondent] also did not deny receiving a cellphone call from Ms. Cecilia that day.
He merely stated that he did not know that it was Ms. Cecilia calling him up in a cellphone and it was only after
he charged his cellphone at the office that night that he received her message. In effect, [respondent] asserted that
his cellphone battery was running low or drained. [Petitioners] were able to refute [these] averments of
[respondent] when they presented [respondent’s] Smart Billing Statement x x x showing that he was able to make
acellphone call at 5:29 p.m. to [petitioner corporation’s] supplier, Mutico for aduration of two (2) minutes.[32]

Given the foregoing facts, the NLRC stated that the offer of respondent to submit to another drug test the
following day, even at his expense, cannot operate to free him from liability. The NLRC opined that taking the
drug test on the day following the scheduled random drug test would affect both the integrity and the accuracy of
the specimen which was supposed to be taken from a randomly selected employee who was notified of his/her
selection on the same day that the drug test was to be administered. The NLRC further asserted that a drug test,
conducted many hours or a day after the employee was notified, would compromise its results because the
employee may have possibly taken remedial measures to metabolize or eradicate whatever drugs s’he may have
ingested prior to the drug test.
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The NLRC further stated that these circumstances have clearly established the falsity of respondent’s claims and
found no justifiable reason for respondent to refuse to submit to the petitioner corporation’s random drug test.
While the NLRC acknowledged that it was petitioner corporation’s own Investigating Panel that considered
respondent’s failure to take the required drug test as mere “avoidance” and not “unjustified refusal,” it concluded
that such finding was merely recommendatory to guide top management on what action to take.

The NLRC also found that petitioner corporation’s denial of respondent’s motion to reconsider his termination
was in order. Petitioner corporation’s reasons for such denia are quoted in the NLRC decision, viz.:

“Your appea is anchored on your claim that you responded to an emergency call from someone abroad
informing you that a bomb exploded near the work station of your wife making you unable to undergo the
scheduled drug testing. This claim is groundless taking into account the following:

We are not convinced that there was indeed that call which you claim to have received noon of November 3,
2004. On the contrary, our belief is based on the fact that you could not tell who called you up or how the call
got to you. If you forgot to ask the name of the person who called you up, surely you would have known how
the call came to you. You said you were having lunch at the third floor of the CTC building when you received
the call. There were only two means of communication available to you then: the land line telephone service in
your office and your mobile phone. If your claim were (sic) not fabricated, you would be able to tell which of
these two was used.

Granting that you indeed received that alleged call, from your own account, there was no compelling reason
for you to act on it at the expense of your scheduled drug testing. The call, as it were, merely stated that
‘something wrong happened (sic) in their neighborhood, where a bomb exploded near her workstation.’
Nothing was said if your wife was affected. There is no point in confirming it with extraordinary haste and
forego the drug test which would have taken only a few minutes to accomplish. If at al, you should have
undergone the drug testing first before proceeding to confirm the news so as to leave your mind free from this
obligation.

Additionaly, if it was indeed necessary that you skip the scheduled drug testing to verify that call, why did you
not ask permission from the Drug Watch [C]lommittee that you were leaving? The place where the activity was
being conducted was very close to your workstation. It was absolutely within your reach to inform any of its
members that you were attending to an emergency call. Why did you not do so?

All this undisputedly proves that you merely eluded the drug testing. Y our claim that you did not refuse to be
screened carries no value. Y our act was a negation of your words.”[33]

The NLRC found that respondent was not only validly dismissed for cause — he was also properly accorded his
consgtitutional right to due process as shown by the following succession of events:

- On November 8, 2004, respondent was given a show-cause notice requiring him to explain in writing within
three days why no disciplinary action should be taken against him for violation of company policy on unjustified
refusal to submit to random drug testing — atype D offense which results in termination.

- Respondent submitted his explanation on November 11, 2004.

- On December 9, 2004, respondent was given a notice of investigation[34] informing him of a meeting on
December 13, 2004 at 9:00 a.m. In this meeting, respondent was allowed to explain his side, present his evidences
and witnesses, and confront the witnesses presented against him.

- On February 14, 2005, respondent was served a letter of termination which clearly stated the reasons
therefor.[35]
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The NLRC, notwithstanding its finding that respondent was dismissed for cause and with due process, granted
financial assistance to respondent on equitable grounds. It invoked the past decisions of this Court which allowed
the award of financial assistance due to factors such as long years of service or the Court’s concern and
compassion towards labor where the infraction was not so serious. Thus, considering respondent’s 10 years of
service with petitioner corporation without any record of violation of company policies, the NLRC ordered
petitioner corporation to pay respondent financial assistance equivalent to one-half (1/2) month pay for every year
of service in the amount of One Hundred Ninety-Nine Thousand Seventy-Five Pesos (P199,075.00). The NLRC
decision states thus:

WHEREFORE, the decision dated 31 August 2005 is VACATED and SET ASIDE. The instant complaint is
dismissed for lack of merit. However, respondent Mirant [Philippines] Corp. is ordered to pay complainant
financial assistance in the amount of one hundred ninety-nine thousand seventy five pesos (P199,075.00).

SO ORDERED.[36]

Respondent filed a motion for reconsideration,[37] while petitioners filed a motion for partial reconsideration[38]
of the NLRC decision. In a Resolution[39] dated June 30, 2006, the NLRC denied both motions.

In apetition for certiorari before the CA, respondent raised the following issues: whether the NLRC acted without
or in excess of its jurisdiction, or with grave abuse of discretion amounting to lack or excess of its jurisdiction
when it construed that the terms “failure,” “avoidance,” “refusal” and “unjustified refusal” have similar
meanings, reversed the factual findings of the Labor Arbiter; and held that respondent deliberately breached
petitioner’ s Anti-Drugs Policy.[40] Respondent further argued before the appellate court that his failure to submit
himself to the random drug test was justified because he merely responded to an emergency call regarding his
wife's safety in Tel Aviv, and that such failure cannot be considered synonymous with “avoidance” or “refusal”
so asto mean “unjustified refusal” in order to be meted the penalty of termination.[41]

The CA disagreed with the NLRC and ruled that it was immaterial whether respondent failed, refused, or avoided
being tested. To the appellate court, the singular fact material to this case was that respondent did not get himself
tested in clear disobedience of company instructions and policy. Despite such disobedience, however, the
appellate court considered the penalty of dismissal to be too harsh to be imposed on respondent, viz.:

X X x While it is a management prerogative to terminate its erring employee for willful disobedience, the
Supreme Court has recognized that such penalty is too harsh depending on the circumstances of each case.
“There must be reasonable proportionality between, on the one hand, the willful disobedience by the employee
and, on the other hand, the penalty imposed therefor” x x x.

In this case, [petitioner corporation’s] own investigating panel has revealed that the penalty of dismissal istoo
harsh to impose on [respondent], considering that this was the first time in his 10-year employment that the
latter violated its company policies. The investigating panel even suggested that a review be had of the
company policy on the term “unjustified refusal” to clearly define what constitutes a violation thereof. The
recommendation of the investigating panel is partially reproduced as follows:

“VI1. Recommendation

However, despite having violated the company policy, the panel recommends 4 working weeks suspension
without pay (twice the company policy’s maximum of 2 working weeks suspension) instead of termination
due to the following mitigating circumstances.

1. Mr. Joselito A. Caro did not directly refuse to be subjected to the random drug test scheduled on November
3, 2004.

2. In the case of Mr. Joselito A. Caro, the two conditions for termination (Unjustified and Refusal) were not
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fully met as he expressly agreed to undergo drug test.
3. Mr. Joselito A. Caro voluntarily offered himself to undergo drug test the following day at his own expense.

Doubling the maximum of 2 weeks suspension to 4 weeks is indicative of the gravity of the offense committed.
The panel believes that although mitigating factors partially offset reasons for termination, the 2 weeks
maximum suspension istoo lenient penalty for such an offense.

The Panel also took into consideration that Mr. Joselito A. Caro has served the company for ten (10) years
without any record of violation of the company policies.

XX XX

The Panel also recommends that Management review the Mirant Drug Policy specifically ‘Unjustified
[R]efusal to submit to random drug testing.” The Panel believes that the term refusal casts certain ambiguities
and should be clearly defined.”[42]

The CA however found that award of moral and exemplary damages is without basis due to lack of bad faith on
the part of the petitioner corporation which merely acted within its management prerogative. In its assailed
Decision dated June 26, 2007, the CA ruled, viz.:

IN VIEW OF ALL THE FOREGOING, the instant petition is GRANTED. The assailed Decision dated May
31, 2006 and Resolution dated June 30, 2006 rendered by the National Labor Relations Commission (NLRC)
in NLRC NCR CA No. 046551-05 (NCR-00-03-02511-05) are REVERSED and SET ASIDE. The Labor
Arbiter’s Decision dated August 31, 2005 is hereby REINSTATED with MODIFICATION by omitting the
award of moral and exemplary damages as well as attorney’s fees, and that the petitioner’s salary equivalent
to four (4) working weeks at the time he was terminated be deducted from his backwages. No cost.

SO ORDERED.[43]

Petitioner moved for reconsideration. In its assailed Resolution dated January 11, 2008, the CA denied
petitioners motion for reconsideration for lack of merit. It ruled that the arguments in the motion for
reconsideration were already raised in their past pleadings.

In thisinstant Petition, petitioners raise the following grounds:
- The Court of Appeals committed reversible error when it failed to consider that:

- The Petition for Certiorari filed by respondent Caro should have been summarily dismissed considering that it
lacked the requisite verification and certification against forum shopping required by the Rules of Court; or

- At the very least, the said Petition for Certiorari filed by respondent Caro should have been considered moot
since respondent Caro had already previously executed a quitclaim discharging the petitionerS from al his
monetary claims.

- The Court of Appeals committed reversible error and decided questions of substance in a way not in
accordance with law and applicable decisions of the Honorable Court, considering that:

- The Court of Appeals reversed the Decision dated 31 May 2006 of the NLRC on the ground that there was
grave abuse of discretion amounting to lack or excess of jurisdiction notwithstanding the fact that it affirmed
the NLRC' s findings that respondent Caro deliberately disobeyed petitioner Mirant’s Anti-Drugs Policy.

- The penalty of termination should have been sustained by the Court of Appeals given its positive finding that
respondent Caro deliberately and willfully disobeyed petitioner Mirant’s Anti-Drugs Policy.

- In invalidating respondent Caro’s dismissal, the Court of Appeals substituted with its own discretion a clear

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 9 of 17
Study hands-free: podcast-style lessons with read-along highlighting - batas.org



BATAS.org - Philippine Law Library G.R. No. 181490. April 23, 2014

management prerogative belonging only to petitioner Mirant in the instant case.

- The willful and deliberate violation of petitioner Mirant’s Anti-Drugs Policy aggravated respondent Caro’s
wrongful conduct which justified his termination.

- In invalidating respondent Caro’s dismissal, the Court of Appedls, in effect, belittled the importance and
seriousness of petitioner Mirant’s Anti-Drugs Policy and consequently hampered the effective implementation
of the same.

- The existence of other grounds for Caro’s dismissal, such as willful disobedience and [loss] of trust and
confidence, justified his termination from employment.

- Nonetheless, the award of financial assistance in favor of respondent Caro is not warranted considering that
respondent Caro’s willful and deliberate refusal to subject himself to petitioner Mirant’'s drug test and his
subsequent efforts to conceal the same shows his depraved moral character.

- The Court of Appeals grievously erred when it held petitioner Bautista personally liable for [respondent]
Caro’s unfounded claims considering that, aside from respondent Caro’s dismissal being lawful, petitioner
Bautista merely acted within the scope of hisfunctionsin good faith.[44]

We shall first rule on the issue raised by petitioners that the petition for certiorari filed by respondent with the CA
should have been summarily dismissed as it lacked the requisite verification and certification against forum
shopping under Sections 4 and 5, Rule 7 of the Rules, viz.:

SEC. 4. Verification. — Except when otherwise specifically required by law or rule, pleadings need not be
under oath, verified or accompanied by affidavit.

A pleading is verified by an affidavit that the affiant has read the pleading and that the allegations therein are
true and correct of his knowledge and belief.

A pleading required to be verified which contains a verification based on “information and belief,” or upon
“knowledge, information and belief,” or lacks a proper verification, shall be treated as an unsigned pleading.

SEC. 5. Certification against forum shopping. — The plaintiff or principal party shall certify under oath in the
complaint or other initiatory pleading asserting a claim for relief, or in a sworn certification annexed thereto
and simultaneously filed therewith: (a) that he has not theretofore commenced any action or filed any claim
involving the same issues in any court, tribunal or quasi-judicial agency and, to the best of his knowledge, no
such other action or claim is pending therein; (b) if there is such other pending action or claim, a complete
statement of the present status thereof; and (c) if he should thereafter learn that the same or similar action or
claim has been filed or is pending, he shall report that fact within five (5) days therefrom to the court wherein
his aforesaid complaint or initiatory pleading has been filed.

Failure to comply with the foregoing requirements shall not be curable by mere amendment of the complaint or
other initiatory pleading but shall be cause for the dismissal of the case without prejudice, unless otherwise
provided, upon motion and after hearing. The submission of a false certification or noncompliance with any of
the undertakings therein shall constitute indirect contempt of court, without prejudice to the corresponding
administrative and criminal actions. If the acts of the party or his counsel clearly constitute willful and
deliberate forum shopping, the same shall be ground for summary dismissal with prejudice and shall constitute
direct contempt, as well as a cause for administrative sanctions.

It is the contention of petitioners that due to respondent’ s failure to subscribe the Verification and Certification of
Non-Forum Shopping before a Notary Public, the said verification and certification cannot be considered to have
been made under oath. Accordingly, such omission is fatal to the entire petition for not being properly verified
and certified. The CA therefore erred when it did not dismiss the petition.
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This jurisdiction has adopted in the field of labor protection a liberal stance towards the construction of the rules
of procedure in order to serve the ends of substantial justice. This liberal construction in labor law emanates from
the mandate that the workingman’s welfare should be the primordial and paramount consideration.[45] Thus, if
the rules of procedure will stunt courts from fulfilling this mandate, the rules of procedure shall be relaxed if the
circumstances of a case warrant the exercise of such liberality. If we sustain the argument of petitioners in the
case at bar that the petition for certiorari should have been dismissed outright by the CA, the NLRC decision
would have reached finality and respondent would have lost his remedy and denied his right to be protected
against illegal dismissal under the Labor Code, as amended.

It is beyond debate that petitioner corporation’s enforcement of its Anti-Drugs Policy is an exercise of its
management prerogative. It is also a conceded fact that respondent “failed” to take the random drug test as
scheduled, and under the said company policy, such failure metes the penalty of termination for the first offense.
A plain, smple and literal application of the said policy to the omission of respondent would have warranted his
outright dismissal from employment — if the facts were that ssmple in the case at bar. Beyond debate — the facts of
this case are not — and this disables the Court from permitting a straight application of an otherwise prima facie
straightforward rule if the ends of substantial justice have to be served.

It is the crux of petitioners' argument that respondent’s omission amounted to “unjust refusal” because he could
not sufficiently support with convincing proof and evidence his defenses for failing to take the random drug test.
For petitioners, the inconsistencies in respondent’s explanations likewise operated to cast doubt on his real
reasons and motives for not submitting to the random drug test on schedule. In recognition of these
inconsistencies and the lack of convincing proof from the point of view of petitioners, the NLRC reversed the
decision of the Labor Arbiter. The CA found the ruling of the Labor Arbiter to be more in accord with the facts,
law and existing jurisprudence.

We agree with the disposition of the appellate court that there wasillegal dismissal in the case at bar.

While the adoption and enforcement by petitioner corporation of its Anti-Drugs Policy is recognized as a valid
exercise of its management prerogative as an employer, such exercise is not absolute and unbridled. Manageria
prerogatives are subject to limitations provided by law, collective bargaining agreements, and the general
principles of fair play and justice.[46] In the exercise of its management prerogative, an employer must therefore
ensure that the policies, rules and regulations on work-related activities of the employees must always be fair and
reasonable and the corresponding penalties, when prescribed, commensurate to the offense involved and to the
degree of the infraction.[47] The Anti-Drugs Policy of Mirant fell short of these requirements.

Petitioner corporation’s subject Anti-Drugs Policy fell short of being fair and reasonable.

First. The policy was not clear on what constitutes “unjustified refusal” when the subject drug policy prescribed
that an employee’s “unjustified refusal” to submit to a random drug test shall be punishable by the penalty of
termination for the first offense. To be sure, the term “unjustified refusal” could not possibly cover all forms of
“refusal” as the employee’ s resistance, to be punishable by termination, must be “unjustified.” To the mind of the
Court, it is on this area where petitioner corporation had fallen short of making it clear to its employees — as well
as to management — as to what types of acts would fall under the purview of “unjustified refusal.” Even petitioner
corporation’s own Investigating Panel recognized this ambiguity, viz.:

The Panel also recommends that Management review the Mirant Drug Policy specificaly “Unjustified
[R]efusal to submit to random drug testing.” The Panel believes that the term “refusal” casts certain
ambiguities and should be clearly defined.[48]

The fact that petitioner corporation’s own Investigating Panel and its Vice President for Operations, Sliman,
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differed in their recommendations regarding respondent’s case are first-hand proof that there, indeed, is
ambiguity in the interpretation and application of the subject drug policy. The fact that petitioner corporation’s
own personnel had to dissect the intended meaning of “unjustified refusal” is further proof that it is not clear on
what context the term “unjustified refusal” applies to. It is therefore not a surprise that the Labor Arbiter, the
NLRC and the CA have perceived the term “unjustified refusal” on different prisms due to the lack of parameters
as to what comes under its purview. To be sure, the fact that the courts and entities involved in this case had to
engage in semantics — and come up with different constructions — is yet another glaring proof that the subject
policy is not clear creating doubt that respondent’s dismissal was a result of petitioner corporation’s valid
exercise of its management prerogative.

It is not a mere jurisprudentia principle, but an enshrined provision of law, that al doubts shall be resolved in
favor of labor. Thus, in Article 4 of the Labor Code, as amended, “[a]ll doubts in the implementation and
interpretation of the provisions of [the Labor] Code, including its implementing rules and regulations, shall be
resolved in favor of labor.” In Article 1702 of the New Civil Code, a similar provision states that “[i]n case of
doubt, all labor legislation and all labor contracts shall be construed in favor of the safety and decent living for the
laborer.” Applying these provisions of law to the circumstances in the case at bar, it is not fair for this Court to
alow an ambiguous policy to prejudice the rights of an employee against illegal dismissal. To hold otherwise and
sustain the stance of petitioner corporation would be to adopt an interpretation that goes against the very grain of
labor protection in thisjurisdiction. As correctly stated by the Labor Arbiter, “when a conflicting interest of labor
and capital are weighed on the scales of socia justice, the heavier influence of the latter must be counter-balanced
by the sympathy and compassion the law must accord the underprivileged worker.”[49]

Second. The penalty of termination imposed by petitioner corporation upon respondent fell short of being
reasonable. Company policies and regulations are generally valid and binding between the employer and the
employee unless shown to be grossly oppressive or contrary to law[50]— as in the case at bar. Recognizing the
ambiguity in the subject policy, the CA was more inclined to adopt the recommendation of petitioner
corporation’s own Investigating Panel over that of Sliman and the NLRC. The appellate court succinctly but
incisively pointed out, viz.:

x X X We find, as correctly pointed out by the investigating panel, that the [petitioner corporation’s| Anti-Drug
Policy is excessive in terminating an employee for his “unjustified refusal” to subject himself to the random
drug test on first offense, without clearly defining what amounts to an “unjustified refusal.”

Thus, We find that the recommended four (4) working weeks suspension without pay as the reasonable
penalty to be imposed on [respondent] for his disobedience. x x x[51] (Additional emphasis supplied.)

To be sure, the unreasonableness of the penalty of termination as imposed in this case is further highlighted by a
fact admitted by petitioner corporation itself: that for the ten-year period that respondent had been employed by
petitioner corporation, he did not have any record of a violation of its company policies.

As to the other issue relentlessly being raised by petitioner corporation that respondent’s petition for certiorari
before the CA should have been considered moot as respondent had already previously executed a quitclaim
discharging petitioner corporation from all his monetary claims, we cannot agree. Quitclaims executed by laborers
are ineffective to bar claims for the full measure of their legal rights,[52] especialy in this case where the
evidence on record shows that the amount stated in the quitclaim exactly corresponds to the amount claimed as
unpaid wages by respondent under Annex A[53] of his Reply[54] filed with the Labor Arbiter. Prima facie, this
creates a false impression that respondent’s claims have already been settled by petitioner corporation —
discharging the latter from all of respondent’s monetary claims. In truth and in fact, however, the amount paid
under the subject quitclaim represented the salaries of respondent that remained unpaid at the time of his
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termination — not the amounts being claimed in the case at bar.

We believe that this issue was extensively discussed by both the Labor Arbiter and the CA and we find no
reversible error on the disposition of thisissue, viz.:

A review of the records show that the aluded quitclaim, which was undated and not even notarized although
signed by the petitioner, was for the amount of P59,630.05. The said quitclaim was attached as Annex 26 in the
[petitioners’] Position Paper filed before the Labor Arbiter. As fully explained by [respondent] in his Reply
filed with the Labor Arbiter, the amount stated therein was his last pay due to him when he was terminated, not
the amount representing his legitimate claims in this labor suit X x x. To bolster his defense, [respondent]
submitted the pay form issued to him by the [petitioner corporation], showing his net pay at P59,630.05 exactly
the amount stated in the quitclaim x x X. Then, too, as stated on the quitclaim itself, the intention of the waiver
executed by the [respondent] was to release [petitioner corporation] from any liability only on the said amount
representing [respondent’s] “full and final payment of [his] last salary/separation pay” x x x. It did not in any
way walve [respondent’s] right to pursue his legitimate claims regarding his dismissal in a labor suit. Thus,
We gave no credence to [petitioners’] private defense that alleged quitclaim rendered the instant petition
moot.[55]

Finally, the petition avers that petitioner Bautista should not be held personally liable for respondent’s dismissal
as he acted in good faith and within the scope of his official functions as then president of petitioner corporation.
We agree with petitioners. Both decisions of the Labor Arbiter and the CA did not discuss the basis of the
personal liability of petitioner Bautista, and yet the dispositive portion of the decision of the Labor Arbiter —
which was affirmed by the appellate court — held him jointly and severally liable with petitioner corporation, viz.:

WHEREFORE, premises considered, this Office finds respondents GUILTY of illegal dismissal, and hereby
ordered to jointly and severaly reinstate complainant back to his former position without loss on seniority
rights and benefits and to pay him his backwages and other benefits from the date he was illegally dismissed
up to the time he is actually reinstated, partially computed as of this date in the amount of P258,797.50
(P39,815.00 x 6.5 mos.) plus his 13th and 14th month pay in the amount of P43,132.91 or in the total amount
of P301,930.41. Respondents are also ordered to pay complainant the amount of P3,000,000.00 as and by way
of moral and exemplary damages, and to pay complainant the amount equivalent to ten percent (10%) of the
total awards as and by way of attorney’s fees.

SO ORDERED.[56] (Emphasis supplied.)

A corporation has a personality separate and distinct from its officers and board of directors who may only be
held personally liable for damages if it is proven that they acted with malice or bad faith in the dismissal of an
employee.[57] Absent any evidence on record that petitioner Bautista acted maliciously or in bad faith in effecting
the termination of respondent, plus the apparent lack of allegation in the pleadings of respondent that petitioner
Bautista acted in such manner, the doctrine of corporate fiction dictates that only petitioner corporation should be
held liable for theillegal dismissal of respondent.

WHEREFORE, the petition for review on certiorari is DENIED. The assailed Decision dated June 26, 2007 and
the Resolution dated January 11, 2008 in CA-G.R. SP No. 96153 are AFFIRMED with the MODIFICATION that
only petitioner corporation is found GUILTY of the illegal dismissal of respondent Joselito A. Caro. Petitioner
Edgardo A. Bautista is not held personaly liable as then President of petitioner corporation at the time of the
illegal dismissal.

No pronouncement as to costs.
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SO ORDERED.

Sereno, C.J.,, (Chairperson), Leonardo-De Castro, Bersamin, and Reyes, JJ., concur.
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