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### Title:
Sanoh Fulton Phils., Inc. and Mr. Eddie Jose vs. Emmanuel Bernardo and Samuel Taghoy: A
Case of Illegal Dismissal

### Facts:
Sanoh Fulton Phils., Inc. (Sanoh), a manufacturer of automotive parts and wire condensers,
decided to phase out its Wire Condenser Department due to job order cancellations. On 22
December 2003, 17 employees were informed of their retrenchment effective 22 January
2004.  These employees,  all  union members,  soon filed complaints  for  illegal  dismissal.
Subsequent grievance and conciliation conferences failed to yield an amicable settlement,
leading to the lodging of separate complaints in the National Labor Relations Commission
(NLRC). The Labor Arbiter dismissed the claims of illegal dismissal, a decision affirmed by
the NLRC on appeal. However, the Court of Appeals reversed these rulings, finding the
dismissal illegal and mandating reinstatement with full backwages, or compensation in lieu
thereof.

### Issues:
1. Whether the retrenchment of employees by Sanoh was a valid exercise of management
prerogative due to serious business losses.
2. Whether Sanoh fulfilled the legal requirements for valid retrenchment.
3. Whether the closure of the Wire Condenser Department by Sanoh was conducted in good
faith and for bona fide reasons.

### Court’s Decision:
The Supreme Court denied Sanoh’s petition, upholding the appellate court’s decision but
with modifications on the awarding of backwages and separation pay. The Court determined
that  Sanoh  failed  to  substantiate  its  claims  of  serious  business  losses  warranting  the
retrenchment. Sanoh also didn’t satisfy the jurisprudential standards for losses to justify
retrenchment.  Furthermore,  contrary  to  Sanoh’s  assertions,  evidence showed the  Wire
Condenser Department continued operations and even engaged in overtime work, negating
claims of its closure due to business losses.

### Doctrine:
1.  For  retrenchment  to  be  deemed  valid,  it  must  be  necessary  to  prevent  losses  or
impending losses, with the employer bearing the burden of proof.
2. The closure or cessation of a business operation must be for bona fide reasons to uphold
the rights of employees against unlawful dismissal.
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### Class Notes:
–  **Elements  of  a  Crime in  Illegal  Dismissal  Cases**:  Substantial  loss,  Imminent  loss,
Necessity and effectiveness in preventing losses, Proof of loss.
– **Essential  Principles in Civil  Cases:** Management’s prerogative in retrenchment or
closure, Burden of proof on the employer, Good faith in business decisions.
– **Regulations**: Article 283 of the Philippine Labor Code outlines the legal grounds and
procedural requirements for valid retrenchment and closure of business.
– It specifies that employers must serve written notice to employees and the Department of
Labor and Employment at least one month before the intended date of retrenchment or
closure.
– Employees affected by retrenchment due to business losses are entitled to separation pay
equivalent to their one-month pay or at least one-half month pay for every year of service,
whichever is higher.

### Historical Background:
Retrenchment and closure are delicate employment issues with significant implications for
both employers and employees. In balancing these interests, Philippine jurisprudence has
continually evolved, emphasizing the protection of workers’ rights while recognizing the
prerogatives of management. This case reaffirms the stringent requirements and scrutiny
applied in cases of retrenchment and business closure, highlighting the paramountcy of
good faith and the substantiation of claimed business losses.


