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### Title
**Sterling Paper Products Enterprises, Inc. vs. KMM-Katipunan and Raymond Z. Esponga: A
Labor Law Examination**

### Facts
Sterling Paper Products Enterprises, Inc. (Sterling) employed Raymond Z. Esponga in July
1998. In June 2006, Sterling suspended Esponga for participating in an unauthorized strike,
warning  him  against  future  misconduct.  In  June  2010,  Esponga  was  accused  of
disrespecting and failing to follow the instructions of his supervisor, Mercy Vinoya, and of
not fulfilling his work duties adequately, leading to a disciplinary proceeding against him.

Esponga was issued a notice requiring him to explain his actions and attend a hearing.
Despite multiple rescheduling attempts, Esponga failed to attend the hearing, leading to his
termination  in  November  2010.  Esponga,  alongside  KMM-Katipunan,  filed  a  complaint
against Sterling for illegal dismissal and related claims.

The Labor Arbiter (LA) deemed the dismissal  illegal,  failing to find sufficient evidence
supporting the cause for termination. Sterling appealed to the National Labor Relations
Commission  (NLRC),  which  reversed  the  LA’s  decision,  validating  the  dismissal.
Subsequently, the Court of Appeals (CA) overturned the NLRC’s decision, reinstating the
LA’s ruling that Esponga was illegally dismissed.

Sterling then appealed to the Philippine Supreme Court, challenging the CA’s decision.

### Issues
1. Whether Esponga’s act towards his supervisor constituted serious misconduct warranting
termination.
2. The effect of witness retractions on the credibility of evidence in labor disputes.
3. The application of the doctrine of serious misconduct in the context of employer-employee
relations.

### Court’s Decision
The  Supreme  Court  granted  Sterling’s  petition,  holding  that  Esponga’s  acts  indeed
amounted to serious misconduct. The Court emphasized that uttering offensive words and
displaying obscene gestures towards a superior can be considered gross misconduct. The
comparison between Pesimo’s initial statement and her subsequent retraction led the Court
to regard the initial account as more credible.
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The  Court  outlined  the  requisite  elements  for  a  misconduct  to  justify  termination:
seriousness,  relation to work duties,  and wrongful  intent.  Esponga’s actions met these
criteria, as they were disrespectful towards his supervisor, affected his work duties, and
demonstrated a clear intent to undermine authority.

### Doctrine
Misconduct justifying termination requires: (a) seriousness, (b) relation to the employee’s
duties showing unfitness to continue working, and (c) wrongful intent. This reaffirms the
established principles governing disciplinary actions in the employer-employee relationship
and underscores the employer’s management prerogative, including imposing discipline.

### Class Notes
1. **Serious Misconduct**: Acts against a superior that are offensive or disrespectful can
constitute serious misconduct, warranting termination.
2.  **Credibility  of  Evidence**:  Initial  testimonies  hold  more  weight  than  subsequent
retractions, especially if not proven to be made under duress.
3. **Elements for Just Termination**: To justify dismissal for misconduct, the act must be
serious, related to the employee’s duties, and performed with wrongful intent.
4. **Management Prerogative**: Employers have the right to enforce discipline within the
workplace, provided actions are taken in good faith and for legitimate business interests.

### Historical Background
The evolving jurisprudence around labor disputes in the Philippines often balances between
an employer’s authority to manage its operations and the protection of employee rights
against unfair dismissal. This case reinforces the principle that while employee rights are
safeguarded, the fundamental right of employers to discipline or terminate employees for
legitimate causes and following due process remains integral to maintaining order and
respect within the workplace.


