G.R. No. 102422. August 03, 1995 (Case Brief / Digest)

Title: Antonio Catatista, et al. vs. National Labor Relations Commission and Victorias Milling
Company, Inc.

Facts:

This case revolves around the legal battle of thirteen petitioners, who were regular
plantation workers at Hacienda Binanlutan, a sugarcane plantation operated by Victorias
Milling Company, Inc. (VMC). In June 1984, VMC decided to permanently cease its
sugarcane operations in Hacienda Binanlutan due to low sugar prices, impacting the
hacienda’s viability and profitability. The company opted to convert it into an ipil-ipil
(Leucaena leucocephala) plantation. VMC held a conference with the field workers to
explain the closure and compute their termination pay. By July 10, 1984, the workers were
formally notified of their termination effective August 1, 1984, and were paid their
termination or retirement pay, whichever was higher.

On March 18, 1987, the petitioners filed a complaint against VMC with the National Labor
Relations Commission (NLRC) for illegal dismissal, damages, and attorney’s fees. Labor
Arbiter Rodolfo Lagoc ruled in favor of the petitioners on October 18, 1988, ordering their
reinstatement without loss of seniority and with back wages for three years. VMC appealed
to the NLRC, which reversed Lagoc’s decision on March 8, 1991, and subsequently denied
the petitioners’ motion for reconsideration on July 23, 1991.

Petitioners then challenged the NLRC’s decision in the Supreme Court, alleging abuse of
discretion by the NLRC for its failure to consider various factors, including VMC'’s reported
profits in 1983 and 1984, the alleged profitability of other haciendas operated by VMC, and
the company’s switch to ipil-ipil plantation, among others.

Issues:

1. Whether or not the petitioners were illegally dismissed due to the closure of Hacienda
Binanlutan.

2. The validity of the business closure by VMC and whether it was executed in good faith
and due to causes beyond its control, as mandated by the Labor Code.

Court’s Decision:

The Supreme Court dismissed the petition, affirming the decision of the NLRC. The Court
found that VMC had suffered substantial and proven losses requiring the retrenchment of
employees to prevent further financial downfall. It was determined that the closure of
Hacienda Binanlutan and the consequent termination of the petitioners’ employment were
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necessary measures undertaken within management prerogative and in good faith to
mitigate losses. The Court underscored that VMC adequately complied with legal
requirements for terminating employment due to business closure, including providing
written notice to the workers and the Department of Labor and Employment and paying
appropriate separation pay.

Doctrine:
The Court reasserted the doctrine that:

1. The management’s prerogative to close or cease business operations to prevent further
losses is recognized, provided that the closure is executed in good faith, with proper notices
given and separation pay provided to affected employees as required by law.

2. The factual findings of labor officials, if supported by substantial evidence, are accorded
respect and finality unless there is a clear showing of arbitrary disregard of evidence.

Class Notes:

- Legal standards for valid retrenchment include substantial and imminent losses, necessity
and likely effectiveness in preventing losses, and evidence of actual and expected losses.

- Requirements for lawful termination due to business closure: one month’s prior written
notice to employees and the Department of Labor and Employment, and payment of
separation pay equivalent to one month’s pay or at least one-half month’s pay for every year
of service, whichever is higher.

- Management’s prerogative includes the discretion to close business operations due to
economic reasons, which the law does not interfere with, provided the process respects the
rights of employees.

Historical Background:

This case highlights the challenges faced by the sugarcane industry in the 1980s, a period
marked by volatile sugar prices impacting the viability of sugarcane plantations. The
decision underscores the tension between management’s prerogative to make economic
decisions to sustain business operations and workers’ rights to job security, framing the
complexities of labor disputes within the context of economic downturns and their legal
interpretations.
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