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THIRD DIVISION

[ G.R. NO. 159354, April 07, 2006 ]

EASTERN SHIPPING LINES, INC., AND/OR ERWIN L.
CHIONGBIAN, PETITIONERS, VS. DIOSCORO D. SEDAN,

RESPONDENT. 
  

DECISION

QUISUMBING, J.:

For review on certiorari are the Decision[1] and Resolution,[2] dated February 14,
2003 and August 7, 2003, respectively, of the Court of Appeals in CA-G.R. SP No.
70836, which reversed the October 4, 2001[3] Resolution of the National Labor
Relations Commission affirming the Labor Arbiter's Decision of June 15, 2000.[4]

The antecedent facts, as culled from the records, are as follows:

On December 30, 1973, petitioners hired on a per-voyage basis private respondent
Dioscoro[5] Sedan as 3rd marine engineer and oiler in one of the vessels owned by
petitioners. His last voyage was on July 27, 1997 on board the vessel M/V Eastern
Universe. His monthly pay was P22,000.[6] Additionally, after each voyage his
earned leave credits are monetized and paid in cash. He said he was disembarking
because he was going to take the board examinations for marine engineers.

Two months later, on September 27, 1997, Sedan sent a letter to petitioners
applying for optional retirement, citing as reason the death of his only daughter,
hence the retirement benefits he would receive would ease his financial burden.
However, petitioners deferred action on his application for optional retirement since
his services on board ship were still needed. Nonetheless, according to petitioners,
the company expressed intention to extend him a loan in order to defray the costs
incurred for the burial and funeral expenses of his daughter.

On October 28, 1997, Sedan sent petitioners another letter[7] insisting on the
release of half of his optional retirement benefits. Later, he said that he no longer
wanted to continue working on board a vessel for reasons of health.[8]

On December 1, 1997, Sedan sent another letter to petitioners threatening to file a
complaint if his application was not granted. In reply, according to petitioners, the
company management sent a telegram on December 9, 1997 informing Sedan that
his services were needed on board a vessel and that he should report immediately
for work as there was no available replacement. Sedan claims he did not receive the
telegram, nor was this fact proved by the company before the Labor Arbiter or the
NLRC.

Sedan proceeded to file a complaint with the Labor Arbiter against petitioners,



docketed as NLRC-NCR CASE NO. 00-12-08578-97, demanding payment of his
retirement benefits, leave pay, 13th month pay and attorney's fees. The Labor
Arbiter ruled in favor of Sedan, as follows:

WHEREFORE, premises all considered, judgment is hereby rendered as
follows:

 

1. Ordering respondents to pay complainant retirement
gratuity/separation pay of P253,000.00 (23 yrs. x P22,000.00 at ½
month for every year of service).

 

2. Ordering respondents to pay complainant 10% of the total monetary
award by way of attorney's fees.

 

All other claims are dismissed for lack of merit.
 

SO ORDERED.[9]

Petitioners appealed the said decision to the National Labor Relations Commission.
However, the NLRC found the factual findings of the Labor Arbiter consistent with
the evidence on record. Hence, the NLRC dismissed the appeal for lack of merit.
Petitioners' motion for reconsideration was likewise denied.

 

Dissatisfied, petitioners filed a special civil action for certiorari with the Court of
Appeals anchored on the following grounds:

 
1. PUBLIC RESPONDENT NLRC COMMITTED GRAVE ABUSE OF
DISCRETION AMOUNTING TO LACK OR EXCESS OF JURISDICTION IN
AWARDING RETIREMENT GRATUITY/SEPARATION PAY TO THE PRIVATE
RESPONDENT BY HOLDING THAT THERE WAS NO EVIDENCE TO SHOW
THAT PRIVATE RESPONDENT WAS INFORMED/NOTIFIED OF
PETITIONERS' NEED FOR HIS SERVICES OR DIRECTING HIM TO REPORT
FOR WORK, INCLUDING [ACTION] ON HIS APPLICATION FOR OPTIONAL
RETIREMENT.

 

2. PUBLIC RESPONDENT NLRC COMMITTED GRAVE ABUSE OF
DISCRETION AMOUNTING TO LACK OR EXCESS OF JURISDICTION IN
AWARDING ATTORNEY'S FEES TO THE PRIVATE RESPONDENT
CONSIDERING THAT PETITIONERS ACTED IN GOOD FAITH IN REFUSING
THE SUBJECT CLAIM.[10]

The Court of Appeals granted the petition and ruled that the retirement gratuity and
attorney's fees awarded by the Labor Arbiter and the NLRC had no basis in fact or
law since pursuant to the Agreement between the company and the employees, the
granting of optional retirement is the exclusive prerogative of the employer, herein
petitioners. Unless such prerogative was exercised arbitrarily or capriciously, private
respondent cannot demand it as a right. Nonetheless, the Court of Appeals ordered
petitioners to pay private respondent P200,000 as financial assistance, to wit:

 
WHEREFORE, FOREGOING PREMISES CONSIDERED, this petition is
GRANTED. The assailed Decision dated October 4, 2001 and the
Resolution dated April 22, 2002 of public respondent National Labor
Relations Commission in NLRC NCR Case No. 00-12-08578-97/NLRC CA



No. 026697-00 entitled, "Dioscoro D. Sedan, complainant-appellee vs.
Eastern Shipping Lines, Inc. and/or Erwin L. Chiongbian, respondents-
appellants" are hereby reversed and set aside for having been
rendered/issued with grave abuse of discretion amounting to lack or in
excess of jurisdiction and, in lieu thereof, petitioners are hereby ordered
to pay respondent Dioscoro D. Sedan the amount of Two Hundred
Thousand (P200,000.00) Pesos as financial assistance.

SO ORDERED.[11]

Petitioners filed a motion for reconsideration, but it was denied by the Court of
Appeals.

 

Hence, the instant petition raising as sole issue:
 

WHETHER OR NOT THE COURT OF APPEALS ERRED IN GIVING THE
RESPONDENT PHP200,000.00 AS FINANCIAL ASSISTANCE WHEN IN
FACT IT WAS THE RESPONDENT WHO REFUSED TO REPORT FOR WORK.
[12]

 
Petitioners contend that by refusing to report for work and insisting on applying for
optional retirement, private respondent wrongly assumed that he was justified in
abandoning his job. Petitioners maintain that private respondent's refusal to report
back to work, despite being duly notified of the need for his service, is tantamount
to voluntary resignation. Therefore, petitioners contend, the respondent should not
be entitled to any financial assistance.

 

Moreover, granting arguendo that private respondent was entitled to financial
assistance, petitioners protest the amount of the financial assistance awarded by the
Court of Appeals for being disproportionately excessive. Petitioners cite Manggagawa
ng Komunikasyon sa Pilipinas v. NLRC,[13] where the employee was given only
P10,000 as financial assistance.

 

In his Comment, private respondent argues that the Court of Appeals awarded him
P200,000 for equity consideration. Private respondent claims that the retirement
policy of the company, which states that "[i]t will be the exclusive prerogative and
sole option of this company to retire any covered employee,"[14] must be
interpreted in favor of the working class. Otherwise, private respondent laments, he
will be placed at the mercy of the company, contrary to the constitutional mandate
to afford full protection to labor.

 

At the outset, we rule for petitioners on the matter of optional retirement benefits.
 

Private respondent is not entitled to retirement benefits. The pertinent law
governing retirement is found in the Labor Code, which provides:

 
ART. 287. Retirement. - Any employee may be retired upon reaching the
retirement age established in the collective bargaining agreement or
other applicable employment contract.

 

In case of retirement, the employee shall be entitled to receive such
retirement benefits as he may have earned under existing laws and any



collective bargaining agreement and other agreements: Provided,
however, That an employee's retirement benefits under any collective
bargaining and other agreements shall not be less than those provided
herein.

In the absence of a retirement plan or agreement providing for
retirement benefits of employees in the establishment, an employee upon
reaching the age of sixty (60) years or more, but not beyond sixty-five
(65) years which is hereby declared the compulsory retirement age, who
has served at least five (5) years in the said establishment may retire
and shall be entitled to retirement pay equivalent to at least one half
(1/2) month salary for every year of service, a fraction of at least six (6)
months being considered as one whole year.

x x x
 

The age of retirement is primarily determined by the existing agreement between
the employer and the employees. However, in the absence of such agreement, the
retirement age shall be fixed by law. Under the aforecited article of the Labor Code,
the legally mandated age for compulsory retirement is 65 years, while the set
minimum age for optional retirement is 60 years.

 

In the instant case, there is an agreement[15] between petitioner shipping company
and its employees. The agreement states:

 

x x x
 

B. Retirement under the Labor Code:
 

Any employee whether land-based office personnel or shipboard
employee who shall reach the age of sixty (60) while in active
employment with this company may retire from the service upon his
written request in accordance with the provisions of Art. 277 of the Labor
Code and its Implementing Rules, Book 6, Rule 1, Sec. 13 and he shall
be paid termination pay equivalent to fifteen (15) days pay for every year
of service as stated in said Labor Code and its Implementing Rules.
However, the company may at its own volition grant him a higher benefit
which shall not exceed the benefits provided for in the Retirement
Gratuity table mentioned elsewhere in this policy.

 

C. Optional Retirement:
 

It will be the exclusive prerogative and sole option of this company to
retire any covered employee who shall have rendered at least fifteen (15)
years of credited service for land based employees and 3,650 days
actually on board vessel for shipboard personnel. Such employee shall be
entitled to a Retirement Gratuity which shall be computed in accordance
with the following table:

Years of Service Monthly Basic Pay 
 (Percentage)

15 years 55%


