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### Title:
**Limcoma Labor Organization-PLAC vs. Limcoma Multi-Purpose Cooperative**

### Facts:
This case involves the Limcoma Labor Organization (LLO)-PLAC, a duly registered labor
union affiliated with the Philippine Labor Alliance Council (PLAC), acting as the sole and
exclusive  bargaining  agent  for  the  regular  rank-and-file  employees  of  Limcoma Multi-
Purpose Cooperative (Limcoma). The dispute traces back to a Voluntary Retire-Rehire (VRR)
Program implemented in July 2005, which initially faced opposition from LLO but was later
settled through a Memorandum of Agreement (MOA) on July 29, 2005.

The key provisions of the MOA included:
– Retirement and severance pay for covered employees.
– Industrial Peace Bonus.
– Immediate rehire of the employees as new regular employees.
– Terms of profit sharing were to be increased from 15% to 18%.
– LLO would continue as the SEBA, though the prevailing CBA was terminated with a new
CBA to be negotiated by October 2005.

The first CBA following the VRR Program took effect on April 1, 2006, which was later
renewed on July 4, 2011, to last until March 31, 2016. The CBA provision for profit sharing
(Section 2 of Article VIII) remained fixed at 18% of the net surplus.

During the wage reopening negotiation in 2014, LLO discovered that Limcoma entered into
a “Kasunduan sa Voluntary Retire-Rehire Program (K-VRR)” with supervisors, technical,
confidential,  and managerial  employees,  granting them an 18% profit-sharing provision
similar to the one in the CBA for rank-and-file employees. This resulted in a deadlock during
negotiations and subsequent submission to arbitration.

Voluntary Arbitrator Atty. Cenon Wesley P. Gacutan ruled that the 18% profit sharing was
exclusive to rank-and-file  employees.  However,  the Court  of  Appeals  (CA) reversed his
decision,  interpreting that  all  regular  employees,  including supervisors,  managers,  and
confidential  employees,  were  entitled  to  the  18%  profit  sharing.  LLO’s  motion  for
reconsideration of the CA’s decision was denied, prompting the petition for review before
the Supreme Court.

### Issues:
1.  **Whether  the  CA  erred  in  ruling  that  supervisors,  confidential,  and  managerial
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employees are entitled to the benefits of the CBA’s profit-sharing provision.**
2. **Whether the CA misinterpreted the fact concerning the 18% net surplus as a unilateral
grant under Limcoma’s management prerogative, thus aligning it with the “Kasunduan.”**

### Court’s Decision:
The Supreme Court reversed the CA’s ruling and reinstated the decision of the Voluntary
Arbitrator. The Court elaborately discussed each issue as follows:

1. **Scope of CBA Coverage:**
– The Supreme Court affirmed that Voluntary Arbitration traditionally deals with resolving
grievances and disputes related to the interpretation, implementation, or enforcement of a
Collective Bargaining Agreement (CBA). Rule 65 of the Rules of Court was incorrectly used
by Limcoma since a valid appeal should have been under Rule 43.
– The Supreme Court emphasized the doctrine of contractual interpretation under Article
1370 of the Civil Code, asserting that a CBA should be interpreted according to its clear
terms. Section 2, Article II (Scope and Coverage) unambiguously indicated that the CBA
only applied to rank-and-file employees.
– The Court emphasized that managerial and supervisory employees are statutorily barred
from joining collective bargaining units of rank-and-file employees under Article 245 of the
Labor Code. Allowing such inclusion within the profit-sharing scheme undermines the legal
prohibition.

2. **Management Prerogative and Profit Sharing:**
– The Court noted that the profit-sharing agreement constituted exclusive terms for rank-
and-file employees.  The managerial,  supervisory,  and other non-rank-and-file employees
could not partake in this specific distribution structure. Instead, their distributions should
be detached from those stipulated in the CBA.
– The 18% share from Limcoma’s surplus specifically allocated to rank-and-file employees
was to  remain undiluted.  Any extensions  of  profit-sharing benefits  to  non-rank-and-file
employees must be funded separately through distinct agreements like the K-VRR Program.
This preserves the integrity of the profit-sharing scheme stipulated in the CBA.

### Doctrine:
1. **CBA Interpretation:** The Court reiterated that a CBA’s clear terms must be honored,
following Article 1370 of the Civil Code, which stipulates that unambiguous contractual
obligations must be enforced according to their literal meaning.
2. **Separation of Management and Labor Benefits:** The Court upheld the principle that
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managerial  and  supervisory  employees  cannot  benefit  from  labor-specific  agreements
(CBAs) aimed at protecting and promoting the welfare of rank-and-file employees only.
3. **Certiorari under Rule 65:** The Supreme Court highlighted that Rule 65 petitions in
labor disputes are appropriate only under exceptional circumstances that justify bypassing
predetermined appeal procedures.

### Class Notes:
–  **Elements  of  Collective  Bargaining  Agreement  (CBA):**  Terms  and  conditions  of
employment,  profit-sharing  agreements,  applicability  to  rank-and-file  employees  vs.
managerial  and  supervisory  employees.
– **Relevant Statutory Provisions:** Article 1370 and 1374 of the Civil Code, Article 245 of
the Labor Code.
– **Legal Doctrines:** Jurisdiction and appropriate appeal processes in labor disputes, clear
interpretation of CBA terms, and the doctrine of non-diminution of benefits.

### Historical Background:
– The decision is land-marking for its elucidation on the segregation of employee benefits
under CBAs and management prerogatives, humbling the employer-employee relationship
dynamics within the cooperative setups. This case reinforces the legal framework ensuring
non-managerial  labor  units  retain  distinct  provisions  tailored  exclusively  for  them,  a
historically  rooted  principle  to  uphold  worker  solidarity  and  protection  distinct  from
management-oriented roles in business organizations. The case reiterates jurisprudence on
interpreting  unambiguous  contractual  terms  and  emphasizes  preserving  equitable
distribution  frameworks  in  good  faith  between  labor  unions  and  employers.


