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ABOSTA SHIP MANAGEMENT AND/OR ARTEMIO CORBILLA,
PETITIONERS, VS. WILHILM M. HILARIO, RESPONDENT.

DECISION
SERENO, C.J.:

Abosta Ship Management Corporation (petitioner) filed a Petition for Review on
Certiorarill] under Rule 45 of the 1997 Rules of Civil Procedure assailing the Court

of Appeals (CA) Decision[2] dated 3 December 2010 and Resolution!3] dated 11
February 2011 in CA-G.R. SP No. 110745.

The antecedents of this case are as follows:

On 24 October 2002, an employment contract was executed by petitioner, on behalf
of its foreign principal Panstar Shipping Co., Ltd., and respondent. In this contract,
the latter was hired as a bosun (boatswain) of the foreign vessel Grand Mark for a

period of nine months, with a monthly salary of USD566.[4] The contract was duly
approved by the Philippine Overseas Employment Agency (POEA) on 25 October

2002.[5]

On 27 November 2002, upon reporting to the office of petitioner, respondent was
informed that the latter's deployment had been postponed due to shifting demands
of the foreign principal. It appears, though, that the foreign principal decided to
promote an able seaman on board the vessel instead of hiring respondent. Petitioner
thus requested respondent to wait for another two to three months for a vacancy to

occur.l6] In the meantime, respondent was allowed to make cash advances!’] as
financial assistance.

Eventually, on 28 January 2003, respondent filed a Complaint with the POEA against
petitioner for violation of Section 2(r), Rule I, Part VI of the 2002 POEA Rules by
failing to deploy respondent within the prescribed period without any valid reason.
Respondent likewise filed a Complaint with the Labor Arbiter on 6 February 2003
based on the same ground and sought actual, moral and exemplary damages and
attorney's fees.

Petitioner moved for the dismissal of the Complaint, alleging that the Labor Arbiter
had no jurisdiction over the matter, as jurisdiction was supposedly lodged with the
POEA. However, the Labor Arbiter denied the motion, stating that the action for
damages arising from employment relations was clearly within its jurisdiction.

On 13 February 2004, the National Labor Relations Commission (NLRC) granted
petitioner's appeal and reversed the Labor Arbiter's Order. The NLRC held that



considering no employer-employee relationship existed between the parties, the
POEA had jurisdiction over the case. The claim for non-deployment was

administrative in character, and sanctions may be imposed by the POEA.[8]

Respondent consequently filed a Petition for Certiorari with the CA questioning the
ruling of the NLRC.

On 17 March 2006, the CA granted the Petition. It pointed out that Section 10 of the
Labor Code provides that the jurisdiction of the Labor Arbiter includes claims arising
by virtue of any law or contract involving Filipino workers for overseas deployment,
including claims for actual, moral, exemplary and other forms of damages.
Meanwhile, the POEA has jurisdiction over pre-employment cases that are

administrative in character. Thus, respondent's Complaint was reinstated.[°]

After the parties submitted their respective Position Papers, the Labor Arbiter
ordered petitioner to pay respondent his salary for nine months in the amount of
USD 10,071. The Labor Arbiter found that the contract executed between the parties
and the non-fulfilment thereof entitled respondent to his salary for the whole
duration of the contract. However, the arbiter did not find bad faith, which would

have merited the award of moral damages.[10]

This Decision prompted petitioner to appeal to the NLRC. On 11 March 2009, it held
that respondent's non-deployment was due to a valid exercise of the foreign
principal's management prerogative, which should be given due respect. Thus, the
NLRC dismissed the Complaint, but ordered petitioner "to comply with our directive

to deploy respondent as soon as possible or face the inevitable consequences."[11]

Dissatisfied with the NLRC's ruling, respondent filed a Petition for Certiorari with the
CA. On 3 December 2010, it granted the Petition and held that the NLRC committed
grave abuse of discretion by holding that the able seaman's promotion was a valid
management prerogative. The CA further ruled that since respondent had already
been hired for the same position, then there was no longer any vacant position to
which to promote the able seaman. Moreover, under the POEA Rules, petitioner
assumed joint and solidary liability with its foreign principal, and was thus liable to
respondent. It thus found the NLRC's Decision to be contrary to law and prevailing
jurisprudence. Finally, the CA ruled that NLRC's Order for petitioner "to deploy
respondent as soon as possible or face inevitable consequences" was "nonsensical"
considering that the controversy arose from way back in 2002, and that the assailed

Order was issued in 2009.[12]

The CA likewise denied the Motion for Reconsideration filed by petitioner. Hence, this
Petition.

ASSIGNMENT OF ERRORS

Petitioner raises the following errors allegedly committed by the CA:

The Honorable Court of Appeals committed grave reversible error when it
ruled that complainant is entitled to actual damages in the light of Paul v.
Santiago case, the doctrine of stare decis [sic] being inapplicable in the



instant case as to the issue of award of actual damages.

The Honorable NLRC did not commit grave abuse of discretion when it
ruled differently from Santiago case [on] the issue of actual damages
contrary to erroneous decision of the Court of Appeals that NLRC
committed grave abuse of discretion in disregarding Santiago case on the
issue of actual damages.

The Honorable Court of Appeals committed reversible error when it
disregarded the factual findings of the NLRC, that, if properly considered,
would justify petitioner's use of management prerogative.

The Honorable Court of Appeals committed reversible error in reinstating
the award of actual damages despite the want of any factual and legal
basis and again in missapplying [sic] Datuman case in the instant case.
[13]

The Court's Ruling
The issue boils down to whether the CA committed serious errors of law.
We rule in the negative.

There is no dispute that the parties entered into a contract of employment on 24
October 2002, and that petitioner failed to deploy respondent. The controversy
arose from the act of the foreign principal in promoting another person, an act that
effectively disregarded the contract dated 24 October 2002 entered into between
petitioner, on behalf of its foreign principal, and respondent. There was a clear
breach of contract when petitioner failed to deploy respondent in accordance with
the POEA-approved contract.

The Court is left with the issue of whether such breach would entitle respondent to
the payment of actual damages for the failure of petitioner to comply with the
latter's obligations in accordance with the employment contract.

It is the contention of petitioner that respondent's non-deployment was due to the
foreign principal's management prerogative to promote an able seaman.
Supposedly, this exercise of management prerogative is a valid and justifiable
reason that would negate any liability for damages.

We do not agree.

Based on a communication sent by a certain M.K. Jin dated 10 October 2002,[14]
the foreign principal had already chosen respondent from among the other
candidates as BSN (bosun or boatswain). Pursuant to this communication, petitioner
entered into an employment contract and hired respondent on 24 October 2002.
Subsequent communications, though, show that the foreign principal approved a

different candidate for the position of BSN.[15] Thus, petitioner did not deploy
respondent.

There was an apparent violation of the contract at the time that the foreign principal



