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SPECIAL SECOND DIVISION

[ G.R. No. 164267, March 31, 2009 ]

PHILIPPINE AIRLINES, INC., PETITIONER, VS. HEIRS OF
BERNARDIN J. ZAMORA,”* RESPONDENTS.

[G.R. NO. 166996]

DECISIONPHILIPPINE AIRLINES, INCORPORATED,
FRANCISCO X. YNGENTE 1V, PAG-ASA C. RAMOS, JESUS
FEDERICO V. VIRAY, RICARDO D. ABUYUAN, PETITIONERS, VS.
BERNARDIN J. ZAMORA, RESPONDENT.

DECISION

QUISUMBING, J.:

Before this Court are two petitions, now consolidated. The first petition, docketed as
G.R. No. 164267, filed by Philippine Airlines, Inc., assails the Decision[!] dated

April 27, 2004 and the Resolution[2] dated June 29, 2004, of the Court of Appeals in
CA-G.R. SP No. 56428.

The second petition, docketed as G.R. No. 166996, filed by Philippine Airlines, Inc.,
Francisco X. Yngente 1V, Pag-asa C. Ramos, Jesus Federico V. Viray, and Ricardo D.

Abuyuan, assails the Decision[3] dated August 13, 2004 and the Amended

Decision[*] dated February 1, 2005, of the Court of Appeals in CA-G.R. SP No.
68795.

The records reveal the following antecedent proceedings:[°]

Bernardin J. Zamora was a cargo representative assigned at the International Cargo
Operations-Import Operations Division (ICO-IOD) of petitioner Philippine Airlines,
Inc. (PAL). He alleged that sometime in December 1993, his immediate supervisor,
petitioner Ricardo D. Abuyuan, instructed him to alter some entries in the Customs
Boatnote and Inbound Handling Report to conceal Abuyuan's smuggling and
pilferage activities. When he refused to follow this order, Abuyuan concocted charges
of insubordination and neglect of customers against him.

On November 6, 1995, Zamora received a Memorandum informing him of his
temporary transfer to the Domestic Cargo Operations (DCO) effective November 13,
1995. Zamora refused to follow the directive because: first, there was no valid and
legal reason for his transfer; second, the transfer violated the collective bargaining
agreement between the management and the employees union that no employee
shall be transferred without just and proper cause; and third, the transfer did not
comply with the 15-day prior notice rule.



Meantime, Zamora wrote to the management requesting that an investigation be
conducted on the smuggling and pilferage activities. He disclosed that he has a telex
from Honolulu addressed to Abuyuan to prove Abuyuan's illegal activities. As a
result, the management invited Zamora to several conferences to substantiate his
allegations. Zamora claimed that during these conferences, he was instructed to
continue reporting to the ICO-IOD to observe the activities therein. Even so, his
salaries were withheld starting December 15, 1995.

For its part, PAL claimed that sometime in October 1995, Zamora had an altercation
with Abuyuan to the point of a fistfight. The management requested Zamora to
explain in writing the incident. It found his explanation unsatisfactory.

To diffuse the tension between the parties, the management decided to temporarily
transfer Zamora to the DCO. It issued several directives informing Zamora of his
transfer. However, Zamora refused to receive these and continued reporting to the
ICO-IOD. Consequently, he was reported absent at the DCO since November 13,
1995. His salaries were subsequently withheld. He also ignored the management's
directive requiring him to explain in writing his continued absence.

Meanwhile, the management acted on Zamora's letter exposing the smuggling and
pilferage activities. Despite several notices, however, Zamora failed to appear during
the conferences.

On February 22, 1996, the management served Zamora a Notice of Administrative
Charge for Absence Without Official Leave (AWOL). Then on January 30, 1998, he
was informed of his termination due to Insubordination/Neglect of Customer,
Disrespect to Authority, and AWOL.

On March 12, 1996, Zamora filed a complaint[6] for illegal dismissal, unfair labor
practice, non-payment of wages, and damages.

On September 28, 1998, the Labor Arbiter dismissed the complaint for lack of merit.
The Labor Arbiter ruled that Zamora's transfer was temporary and intended only to
diffuse the tension between Zamora and Abuyuan. The Labor Arbiter also said that
the 15-day prior notice did not apply to Zamora since it is required only in transfers
involving change of domicile. Furthermore, Zamora's refusal to report to the DCO
was a clear case of insubordination and utter disregard of the management's
directive. Thus, the Labor Arbiter ordered Zamora to report to his new assignment
at the DCO.

On July 26, 1999, the National Labor Relations Commission (NLRC) reversed the
Labor Arbiter's decision and declared Zamora's transfer illegal. It ruled that there
was no valid and legal reason for the transfer other than Zamora's report of the
smuggling and pilferage activities. The NLRC disposed as follows:

WHEREFORE, in the light of the foregoing, the instant appeal is hereby
GRANTED. The assailed Decision dated September 28, 1998 is hereby
ordered SET ASIDE and a new one is hereby entered declaring
complainant's transfer at the Domestic Cargo Operations on November
13, 1996 illegal.

Moreover, respondents are hereby ordered to immediately reinstate



complainant Bernardin J. Zamora to his former position as Cargo
Representative at the Import Operations Division of respondent PAL
without loss of seniority rights and other privileges and to pay him back
salaries and backwages beginning December 15, 1995 until his actual
reinstatement, inclusive of allowances and other benefits and increases
thereto.

All other reliefs herein sought and prayed for are hereby DENIED for lack
of merit.

SO ORDERED.!”]

Thereafter, Zamora's counsel demanded from PAL execution of the NLRC decision
with respect to his reinstatement and various monetary benefits on the ground that

it has become final and executory.[8]

PAL filed a motion to be furnished with a copy of the NLRC decision. Zamora
opposed the motion alleging that the record of the NLRC indicated that copies of the
NLRC decision were sent via registered mail on August 11, 1999 to PAL and its
counsel, but the same remained unclaimed for a time and were later on returned to
sender. He added that as of August 16, 1999, or five days later, service upon PAL of
copies of the NLRC decision was deemed completed. Zamora also filed a motion for
partial entry of judgment with respect to his reinstatement and various monetary
benefits.

PAL opposed the motion for partial entry of judgment and moved for reconsideration
of the NLRC decision. Zamora opposed the motion and moved to have it expunged
from the record of the case on the ground that the NLRC decision had long become
final and executory.

The NLRC denied reconsideration of its decision. Undeterred, PAL filed a petition for
certiorari docketed as CA-G.R. SP No. 56428 before the Court of Appeals.

Meanwhile, Zamora filed anew a motion for partial execution reiterating his prayer
for the execution of the NLRC decision with respect to his reinstatement and various
monetary benefits. Later, he filed a motion for contempt before the Labor Arbiter
praying that PAL be declared in contempt for refusing to physically reinstate him to
his former position or in the payroll. PAL opposed the motion.

On January 8, 2001, the Labor Arbiter issued an Orderl®] citing PAL for indirect
contempt for its failure to comply with the directive contained in the NLRC decision
and ordering the issuance of a writ of execution. The dispositive portion of the Order
provides:

WHEREFORE, finding the motion to be well taken and in order, the same
is granted and respondents are hereby cited for indirect contempt for
their failure to comply with the order of the Hon. Commission. They are
directed anew to reinstate complainant immediately to his former
position as Cargo Representative, physically or in the payroll, and fined
an amount of P100.00 per day from 16 August 1999 until compliance.

Further, let a writ of execution be issued.



SO ORDERED.

PAL appealed to the NLRC praying for the reversal of the Order and the suspension
of the proceedings due to PAL's rehabilitation.

On April 27, 2001, the NLRC issued a Resolution[10] setting aside the Order of the
Labor Arbiter and ordering the issuance of a writ of execution implementing, albeit
with modification, the Labor Arbiter's decision. The NLRC relied on the copy of the
structural organization of PAL's Cargo Services Sub-Department showing that as of
June 30, 2000, the ICO-IOD had already been abolished. Instead of ordering
Zamora's reinstatement, it awarded separation pay equivalent to one month's salary
for every year of service, i.e., from February 9, 1981 to June 30, 2000. It also
computed the award of backwages from December 15, 1995 until June 30, 2000.
The fallo of the Resolution reads:

WHEREFORE, the Order appealed from is hereby SET ASIDE.

The Labor Arbiter is hereby advised to forthwith issue a Writ of Execution
which, due to a supervening event, the abolition of PAL's Import
Operations Division — must vary the terms of the final judgment to the
extent that: (1) the complainant must be awarded, in lieu of
reinstatement, separation pay equivalent to one month's salary for every
year of service from February 9, 1981 to June 30, 2000; and (2) the
award of backwages must be computed from December 15, 1995 to June
30, 2000.

SO ORDERED.

Both parties moved for reconsideration. Zamora disputed the finding that the ICO-
IOD had already been abolished as of June 30, 2000. On the other hand, PAL argued
that the NLRC erred in ordering the issuance of a writ of execution considering that
it was undergoing rehabilitation.

On October 31, 2001, the NLRC disposed of the motions in this wise:

WHEREFORE, complainant's Motion for Partial Reconsideration is DENIED
for lack of merit. Respondent's Partial Motion for Reconsideration is
GRANTED. The instant case is hereby referred to the permanent
rehabilitation receiver and the proceedings hereon are deemed
SUSPENDED while respondent Philippine Airlines, Inc. is under
rehabilitation receivership.

SO ORDERED.[!1]

Zamora questioned the NLRC resolutions before the Court of Appeals via a petition
for certiorari docketed as CA-G.R. SP No. 68795.

On April 27, 2004, the appellate court resolved CA-G.R. SP No. 56428 and affirmed
the NLRC Decision dated July 26, 1999 declaring Zamora's transfer at the DCO
illegal and ordering his immediate reinstatement and payment of various monetary
benefits. It disposed thus:



WHEREFORE, the petition is DENIED DUE COURSE and DISMISSED.

SO ORDERED.[1?]

On June 29, 2004, the appellate court denied reconsideration.

On August 13, 2004, the appellate court resolved CA-G.R. SP No. 68795 and set
aside the NLRC Resolution dated April 27, 2001 which awarded Zamora separation
pay in lieu of reinstatement due to the abolition of the ICO-IOD. The appellate court
ruled that the NLRC gravely abused its discretion when it varied the terms of its
decision by suspending the proceedings and referring the case to PAL's rehabilitation
receiver instead of ordering Zamora's reinstatement. The appellate court also
rejected PAL's evidence which supposedly showed that Zamora's former position had
already been abolished.

PAL moved for reconsideration and manifested that Zamora has been detained in jail
for the crime of murder since October 2, 2000. On February 1, 2005, the appellate
court amended its decision and recalled its order of reinstatement in view of
Zamora's incarceration. The Court of Appeals dispositive portion of the amended
decision reads:

WHEREFORE, this Court's August 13, 2004 decision is hereby AMENDED,
the dispositive portion to read as follows:

"WHEREFORE, in view of the foregoing, the petition is
GRANTED. The NLRC resolution dated April 27, 2001 is
MODIFIED. Considering that petitioner is a detention prisoner
making reinstatement impossible, PAL is hereby ordered to
pay petitioner Zamora his separation pay, in lieu of
reinstatement, to be computed at one month salary for
every year of service from February 9, 1981 and backwages
to be computed from December 15, 1995, both up to
October 1, 2000, the date of his incarceration.

"SO ORDERED."

Considering that PAL is still under receivership, the monetary claims of
petitioner Zamora must be presented to the PAL Rehabilitation Receiver,
subject to the rules on preference of credits.

SO ORDERED.[13]

From the Court of Appeals' decision in CA-G.R. SP No. 56428, PAL filed a petition
with this Court docketed as G.R. No. 164267 raising the following procedural and
substantive issues.

THE PROCEDURAL ISSUES:

WHETHER OR NOT THE COURT OF APPEALS SERIOUSLY ERRED IN
HOLDING THAT THE 26 JULY 1999 NLRC DECISION BECAME FINAL AND
EXECUTORY BASED SOLELY ON THE CERTIFICATIONS ISSUED BY THE



