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YNARES-SANTIAGO, J.:

This is a petition for review on certiorari seeking to annul and set aside the March 2, 2000 Decision[1] and the
June 19, 2000 Resolution[2] of the Court of Appealq3] in CA-G.R. SP No. 54403 which affirmed the Order[4]
dated June 13, 1998 and Resolution[5] dated June 1, 1991 of the Secretary of Labor and Employment in
NCMB-NCR-N.S. 12-514-97.

The instant labor dispute between petitioner Philippine Airlines, Inc. (PAL) and respondent Airline Pilots
Association of the Philippines (ALPAP), the exclusive bargaining representative of all commercial airline pilots
of petitioner, stemmed from petitioner's act of unilaterally retiring airline pilot Captain Albino Collantes under
Section 2, Article VII, of the 1967 PAL-ALPAP Retirement Plan. Contending, inter alia, that the retirement of
Captain Collantes constituted illegal dismissal and union busting, ALPAP filed a Notice of Strike with the
Department of Labor and Employment (DOLE). Pursuant to Article 263 (g) of the Labor Code, the Secretary of
the DOLE (hereafter referred to as Secretary) assumed jurisdiction over the labor dispute.

On June 13, 1998, the Secretary issued the assailed order upholding PAL’s action of unilaterally retiring Captain
Collantes and recognizing the same as a valid exercise of its option under Section 2, Article VII, of the 1967
PAL-ALPAP Retirement Plan. The Secretary further ordered that the basis of the computation of Captain
Collantes’ retirement benefits should be Article 287 of the Labor Code (as amended by Republic Act No. 7641)
and not Section 2, Article VI, of the PAL-ALPAP Retirement Plan. The Secretary added that in the exercise of its
option to retire pilots, PAL should first consult the pilot concerned before implementing his retirement. The
dispositive portion of the said order reads:

WHEREFORE, premises considered, this Office hereby issues the following resolutions:

(1) PAL’s action on Captain Albino Collantes is hereby recognized as a valid exercise of its option under
Sections 1 and 2, Article VII of the 1976 Retirement Plan. However, the retirement benefits provided under
Section 2 shall be adjusted to comply with Section 5, of Republic Act No. 7641.

(2) Said 1967 Retirement Plan which was incorporated as Article XXVII of the PAL-ALPAP Collective
Bargaining Agreement, is hereby sustained. In the interest of justice, however, this Office holds that whenever
PAL exercises its option under Section 2, it shall consult the pilot involved before the retirement is
implemented.

(3) PAL isnot guilty of gross violation of the CBA insofar as the Wet Lease Agreement is concerned; and

(4) The coverage of Section 6, Article 1 of the PAL-ALPAP Collective Bargaining Agreement is limited only
to union dues and other fees and assessments which are rightfully remitted to and are due ALPAP.
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The above dispositions shall be without prejudice to the parties arriving at a voluntary settlement of the
dispute, especialy in connection with employer-employee relations in PAL. Accordingly, the Nationa
Conciliation and Mediation Board (NCMB) is hereby directed to continue assisting the parties in arriving at
such a settlement.

The department takes notice of the Ex-parte Manifestation filed by PAL on June 10, 1998.
SO ORDERED.[6]
A motion for reconsideration of the foregoing order was denied by the Secretary on June 1, 1991.

On September 24, 1999, PAL filed with the Court of Appeals a petition for certiorari with prayer for injunction
and temporary restraining order. On March 2, 2000, and June 19, 2000, however, the Court of Appeals denied the
petition and the motion for reconsideration of petitioner, respectively. Hence, PAL appealed to this Court,
contending that:

THE QUESTION OF WHETHER OR NOT THE AMOUNT OF RETIREMENT PAY TO BE PAID UNDER
SECTION 2, ARTICLE VII OF THE PAL-ALPAP RETIREMENT PLAN OF 1967 SHOULD BE
INCREASED WAS NOT IN NCMB-NCR CASE NO. 12514-97.

A JUDGMENT THAT GOES BEYOND THE ISSUES AND PURPORTS TO ADJUDICATE SOMETHING
UPON WHICH THE PARTIES WERE NOT HEARD IS IRREGULAR AND INVALID SINCE IT
AMOUNTSTO A DENIAL OF DUE PROCESS.

THE LAW GRANTS TO THE CONTRACTING PARTIES THE EXCLUSIVE RIGHT TO DETERMINE
FOR THEMSELVES THE PROVISIONS OF A COLLECTIVE BARGAINING AGREEMENT.

v

THE SECRETARY OF LABOR AND EMPLOYMENT CANNOT AMEND THE CBA AND THE
PAL-ALPAP RETIREMENT PLAN OF 1967 WITHOUT VIOLATING THE PROSCRIPTION AGAINST
THE IMPAIRMENT OF CONTRACTS.

\Y

ON THE ASSUMPTION THAT THE SECRETARY OF LABOR AND EMPLOYMENT MAY AMEND
THE CBA AND THE PAL-ALPAP RETIREMENT PLAN OF 1967, IT ISLEGALLY INCORRECT AND
INIQUITOUS TO COMPEL PETITIONER TO PAY RETIREMENT PAY IN ACCORDANCE WITH
ARTICLE 287 OF THE LABOR CODE.

VI

ON THE ASSUMPTION THAT THE SECRETARY OF LABOR AND EMPLOYMENT MAY AMEND
THE CBA AND THE PAL-ALPAP RETIREMENT PLAN OF 1967, IT IS LEGALLY INCORRECT TO
COMPEL PETITIONER TO CONSULT THE PILOT CONCERNED BEFORE RETIREMENT IS
IMPLEMENTED.[7]

The Court of Appedls, applying the second paragraph of Article 287 of the Labor Code, held that an employee's
retirement benefits under any collective bargaining and other agreement shall not be less than those provided in
the Labor Code.[8] Hence, Article 287 of the Labor Code and not the 1967 PAL-ALPAP Retirement Plan, should
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govern the computation of the benefits to be awarded to Captain Collantes.

The pertinent provision of the 1967 PAL-ALPAP Retirement Plan states:

SECTION 1. Normal Retirement. (a) Any member who completed twenty (20) years of service as a pilot for
PAL or has flown 20,000 hours for PAL shall be eligible for normal retirement. The normal retirement date is
the date on which he completes twenty (20) years of service, or on which he logs his 20,000 hours as a pilot for
PAL. The member who retires on his normal retirement shall be entitled to either (a) a lump sum payment of
P100,000.00 or (b) to such termination pay benefits to which he may be entitled to under existing laws,
whichever is the greater amount.

SECTION 2. Late Retirement. Any member who remains in the service of the Company after his normal
retirement date may retire either at his option or at the option of the Company and when so retired he shall be
entitled either (@) to alump sum payment of P5,000.00 for each completed year of service rendered as a pilot,
or (b) to such termination pay benefits to which he may be entitled under existing laws, whichever is the
greater amount.[9]

A pilot who retires after twenty years of service or after flying 20,000 hours would still be in the prime of hislife
and at the peak of his career, compared to one who retires at the age of 60 years old. Based on this peculiar
circumstance that PAL pilots are in, the parties provided for a special scheme of retirement different from that
contemplated in the Labor Code. Conversely, the provisions of Article 287 of the Labor Code could not have
contemplated the situation of PAL’s pilots. Rather, it was intended for those who have no more plans of
employment after retirement, and are thus in need of financial assistance and reward for the years that they have
rendered service.

In any event, petitioner contends that its pilots who retire below the retirement age of 60 years not only receive
the benefits under the 1967 PAL-ALPAP Retirement Plan but also an equity of the retirement fund under the PAL
Pilots' Retirement Benefit Plan,[10] entered into between petitioner and respondent on May 30, 1972.

The PAL Pilots' Retirement Benefit Plan[11] is a retirement fund raised from contributions exclusively from
petitioner of amounts equivalent to 20% of each pilot’s gross monthly pay. Upon retirement, each pilot stands to
receive the full amount of the contribution. In sum, therefore, the pilot gets an amount equivalent to 240% of his
gross monthly income for every year of service he rendered to petitioner. Thisisin addition to the amount of not
less than P100,000.00 that he shall receive under the 1967 Retirement Plan.

On the other hand, Article 287 of the Labor Code:

Art. 287. Retirement. — Any employee may be retired upon reaching the retirement age established in the
collective bargaining agreement or other applicable employment contract.

In case of retirement, the employee shall be entitled to receive such retirement benefits as he may have earned
under existing laws and any collective bargaining agreement and other agreements: provided, however, That an
employee’s retirement benefits under any collective bargaining and other agreements shall not be less than
those provided herein.

In the absence of a retirement plan or agreement plan providing for retirement benefits of employees in the
establishment, an employee upon reaching the age of sixty (60) years or more, but not beyond sixty-five (65)
years which is hereby declared as the compulsory retirement age, who has served at least five (5) yearsin the
said establishment, may retire and shall be entitled to retirement pay equivalent to at least one-half (1/2) month
salary for every year of service, afraction of at least six (6) months being considered as one whole year.

Unless the parties provide for broader inclusions, the term ‘one-half (1/2) month salary’ shall mean fifteen
(15) days plus one-twelfth (1/12) of the 13th month pay and the cash equivalent of not more than five (5) days
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of service incentive leaves. XXX XXX XXX.

In short, the retirement benefits that a pilot would get under the provisions of the above-quoted Article 287 of the
Labor Code are less than those that he would get under the applicable retirement plans of petitioner.

Finally, on the issue of whether petitioner should consult the pilot concerned before exercising its option to retire
pilots, we rule that this added requirement, in effect, amended the terms of Article VII, Section 2 of the 1976
PAL-ALPAP Retirement Plan. The option of an employer to retire its employees is recognized as valid.[12] In the
earlier case of Bulletin Publishing Corp. v. Sanchez,[13] this Court held:

The aforestated sections explicitly declare, in no uncertain terms, that retirement of an employee may be done
upon initiative and option of the management. And where there are cases of voluntary retirement, the same is
effective only upon the approval of management. The fact that there are some supervisory employees who
have not yet been retired after 25 years with the company or have reached the age of sixty merely confirms that
it isthe singular prerogative of management, at its option, to retire supervisors or rank-and-file members when
it deems fit. There should be no unfair labor practice committed by management if the retirement of private
respondents were made in accord with the agreed option. That there were numerous instances wherein
management exercised its option to retire employees pursuant to the aforementioned provisions, appears to be
afact which private respondents have not controverted. It seems only now when the question of the legality of
a supervisors union has arisen that private respondents attempt to inject the dubious theory that the private
respondents are entitled to form a union or go on strike because there is allegedly no retirement policy
provided for their benefit. As above noted, this assertion does not appear to have any factual basis.[14]

Surely, the requirement to consult the pilots prior to their retirement defeats the exercise by management of its
option to retire the said employees. It gives the pilot concerned an undue prerogative to assal the decision of
management. Due process only requires that notice be given to the pilot of petitioner’s decision to retire him.
Hence, the Secretary of Labor overstepped the boundaries of reason and fairness when he imposed on petitioner
the additional requirement of consulting each pilot prior to retiring him.

Furthermore, when the Secretary of Labor and Employment imposed the added requirement that petitioner should
consult its pilots prior to retirement, he resolved a question which was outside of the issues raised, thereby
depriving petitioner an opportunity to be heard on this point.[15]

WHEREFORE, in view of al the foregoing, the petition is GRANTED. The March 2, 2000 Decision and the June
19, 2000 Resolution of the Court of Appeals in CA-G.R. SP No. 54403 are REVERSED and SET ASIDE. The
Order of the Secretary of Labor in NCMB-NCR-N.S. 12-514-97, dated June 13, 1998, is MODIFIED as follows:
The retirement benefits to be awarded to Captain Albino Collantes shall be based on the 1967 PAL-ALPAP
Retirement Plan and the PAL Pilots' Retirement Benefit Plan. The directive contained in subparagraph (2) of the
dispositive portion thereof, which required petitioner to consult the pilot involved before exercising its option to
retire him, is DELETED. The said Order is AFFIRMED in al other respects.

SO ORDERED.

Davide, Jr., C.J., (Chairman), Puno, Kapunan, and Pardo, JJ., concur.

[1] Rollo, p. 32.
[2] Ibid., p. 41.

[3] Associate Justices Rodrigo V. Cosico, ponente; Wenceslao |. Agnir, Jr., and Jose L. Sabio, Jr., concurring.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 4 of 6
Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



BATAS.org - Philippine Law Library G.R. No. 143686. January 15, 2002

[4] Penned by Secretary Cresenciano B. Trajano; Rollo, p. 53
[5] Penned by Secretary Bievenido E. Laguesma; Rollo, p. 101.
[6] Rollo, pp. 69-70.

[7] Ibid., pp. 15-16.

[8] Id., p. 38.

[9] Id., p. 188.

[10] Id., pp. 172-175.

[11] Id., pp. 192-201.

[12] Progressive Development Corp., et a. V. NLRC, et a., G.R. No. 138826, October 30, 2000; Manuel L.
Quezon University, et al. v. NLRC, et al., 274 SCRA 36, 46 [1997].

[13] 144 SCRA 628 [1986].
[14] Ibid., at 640-641.
[15] Carlosv. Angeles, G.R. No. 142907, November 29, 2000.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 5 of 6
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



BATAS.org - Philippine Law Library G.R. No. 143686. January 15, 2002

Study smarter at BATAS.org

The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippinelaw library - freefor everyone.

More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came fromit.

Audio case-brief lectures.

Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.

Complete, sequenced courses for al eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

Thefull law-school curriculum.

One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock examsthat tell you whereyou stand.

Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keepsyou on pace.

Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org

The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 6 of 6
Study hands-free: podcast-style lessons with read-along highlighting - batas.org



