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### Title:
Gerardo F. Rivera, et al. vs. Hon. Edgardo Espiritu, et al.

### Facts:
The case originated from the financial struggles faced by Philippine Airlines (PAL), leading
to a series of labor disputes, including strikes by the PAL Employees Association (PALEA)
and the Airline Pilots Association of the Philippines (ALPAP). PAL’s dire financial condition
prompted it to downsize and retrench employees, which PALEA contested through a strike.
Subsequently,  an Inter-Agency Task Force was created by President Joseph Estrada to
mediate and find solutions to PAL’s problems.

Negotiations between PAL and its  labor unions,  mediated by the Task Force,  led to a
controversial  agreement  where  PAL  would  offer  shares  of  stock  to  its  employees  in
exchange for a 10-year suspension of the Collective Bargaining Agreements (CBAs). This
was initially rejected by union members but later accepted under a new proposal which was
ratified  by  a  majority  of  PALEA  members  through  a  referendum  supervised  by  the
Department of Labor and Employment (DOLE).

Seven officers and members of PALEA, hence, petitioned the Supreme Court to annul the
agreement, arguing that it  abrogated workers’ rights to self-organization and collective
bargaining.

### Issues:
1. Whether an original action for certiorari and prohibition is the proper remedy to annul
the PAL-PALEA agreement.
2. Whether the PAL-PALEA agreement, stipulating the suspension of the PAL-PALEA CBA, is
unconstitutional and contrary to public policy.

### Court’s Decision:
The Supreme Court dismissed the petition, holding that:
–  The  proper  remedy  for  annulment  of  the  PAL-PALEA  agreement  falls  within  the
jurisdiction of the regional trial courts rather than a special civil action for certiorari.
– The agreement did not violate the Constitution or the Labor Code. The 10-year suspension
of the CBA was a product of collective bargaining, aimed at ensuring the airline’s survival
while promoting industrial peace. It is within the rights of the labor unions to negotiate the
terms of their collective agreements, including suspensions, provided it is done voluntarily
and without contravention to public policy.
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### Doctrine:
The Court reiterated the doctrine of the inviolability of contracts under the Constitution,
emphasizing that agreements freely entered into must be respected unless they are clearly
in violation of law, morals, good customs, public order, or public policy.

### Class Notes:
– **Inviolability of Contracts**: Contracts that are freely entered into by parties should be
respected and upheld as long as they do not contravene laws, morals, good customs, public
order, or public policy.
– **Collective Bargaining Agreements (CBAs)**: Can be negotiated and modified by parties,
including the suspension of certain terms, if it is a voluntary decision made through the
collective bargaining process.
– **Legal Remedies for Contractual Disputes**: The proper venue for the annulment of
contracts is the regional trial courts, not through a special civil action for certiorari with the
Supreme Court.
– **Industrial Peace**: Agreements that aim to ensure the survival of a business and secure
the employment of its workers, while promoting industrial peace, are consistent with public
policy.

### Historical Background:
The case reflects the turmoil faced by the national flag carrier against the backdrop of
financial  insolvency  and  labor  unrest.  It  underscores  the  complex  balance  between
upholding workers’ rights and ensuring the viability of economically critical enterprises
through periods of financial distress. The creation of the Inter-Agency Task Force by the
Philippine  government  and  the  involvement  of  the  President  illustrate  the  national
importance attributed to resolving PAL’s crisis and maintaining industrial peace.


