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CARPIO, J.:
The Case

Before the Court is a petition for review assailing the 26 October 2004 Decision[1] and 6 December 2004
Resolution[2] of the Court of Appeasin CA-G.R. SP No. 80176.

The Antecedent Facts

Marcelino A. Magdadaro (petitioner) was employed by Philippine National Bank (respondent) since 8 January
1968. On 21 September 1998, petitioner filed his application for early retirement under respondent's Special
Separation Incentive Program (SSIP). Petitioner was then holding the position of Senior Assistant Manager of
respondent's Branch Operations and Consumer Finance Division for the Visayas. Petitioner stated in his
application that 31 December 1999 was his preferred effective date of retirement.

Respondent approved petitioner's application for early retirement but made it effective on 31 December 1998.
Petitioner protested the acceleration of his retirement. He received, under protest, his retirement and separation
benefits amounting to P908,950.44. On 18 October 1999, petitioner filed a complaint for illegal dismissal and
payment of moral, exemplary and actual damages against respondent before the Regiona Arbitration Branch No.
V11 of the National Labor Relations Commission (NLRC), Cebu City.

The Ruling of the Labor Arbiter and the NLRC

In a Decision dated 3 August 2000,[3] the Labor Arbiter ruled that respondent had the discretion and prerogative
to set the effective date of retirement under the SSIP. The Labor Arbiter ruled that respondent's insistence on the
date of effectivity of petitioner's retirement was not tantamount to illegal dismissal. The Labor Arbiter ruled that
there was no dismissal to speak of because petitioner voluntarily availed of the SSIP. Still, the Labor Arbiter
granted petitioner's preferred date of retirement and awarded him additional retirement benefits. The dispositive
portion of the Labor Arbiter's Decision reads:

WHEREFORE, in the light of the foregoing premises, judgment is hereby rendered ordering respondent
PHILIPPINE NATIONAL BANK to pay complainant the amount of P287,606.50 as additional retirement
benefits and salaries with fixed allowances and P100,000.00 in the concept of moral and exemplary damages
or a total amount of THREE HUNDRED EIGHTY-SEVEN THOUSAND SIX HUNDRED SIX and 50/00
(P387,606.50).

The other claims are dismissed for lack of merit.

SO ORDERED.[4]

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 1 of 5
Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



BATAS.org - Philippine Law Library G.R. No. 166198. July 17, 2009

Both petitioner and respondent appeal ed from the Labor Arbiter's Decision.

In its 4 March 2003 Decision,[5] the NLRC affirmed the Labor Arbiter's Decision. However, the NLRC
considered petitioner's retirement on 31 December 1998 as tantamount to illegal dismissal. The NLRC ruled that
while it recognized respondent's prerogative to change petitioner's retirement date, management prerogative
should be exercised with prudence and without malice.

Petitioner and respondent filed their respective mations for reconsideration. In its 24 July 2003 Resolution,[6] the
NLRC denied both motions for reconsideration for lack of merit.

Respondent filed a petition for certiorari before the Court of Appeals.
The Ruling of the Court of Appeals

In its 26 October 2004 Decision, the Court of Appeals granted the petition. The Court of Appeals ruled that the
NLRC acted with grave abuse of discretion in affirming the decision of the Labor Arbiter, while at the same time
finding that petitioner's retirement was tantamount to illegal dismissal.

The Court of Appeals held that petitioner voluntarily applied for the SSIP. The Court of Appeals ruled that
petitioner could not claim to have beenillegally dismissed just because the date of effectivity of his retirement did
not conform to his preferred retirement date. The dispositive portion of the Decision of the Court of Appeals
reads:

WHEREFORE, the foregoing premises considered, the petition is hereby GRANTED. The assailed Resolution
and Decision of the NLRC, Fourth Division are (&) MODIFIED by deleting entirely the award to private
respondent of P287,606.50 as additional retirement benefits and salaries with fixed alowances and
P100,000.00 in the concept of moral and exemplary damages or a total amount of THREE HUNDRED
EIGHTY-SEVEN THOUSAND SIX HUNDRED SIX & 50/100 (P387,606.50), but (b) AFFIRMED in all
other respects.

SO ORDERED.[7]

Petitioner filed a motion for reconsideration. In its 6 December 2004 Resolution, the Court of Appeals denied the
motion.

Hence, the petition before this Court.

The Issue
The only issuein this case is whether petitioner wasillegally dismissed from employment.

The Ruling of this Court
The petition has no merit.

Retirement is the result of a bilateral act of the parties, a voluntary agreement between the employer and the
employee whereby the latter, after reaching a certain age, agrees to sever his or her employment with the
former.[8] Retirement is provided for under Article 287 of the Labor Code, as amended by Republic Act No.
7641,[9] or is determined by an existing agreement between the employer and the employee.

In this case, respondent offered the SSIP to overhaul the bank structure and to alow it to effectively compete with
local peer and foreign banks. SSIP was not compulsory on employees. Employees who wished to avail of the
SSIP were required to accomplish a form for availment of separation benefits under the SSIP and to submit the
accomplished form to the Personnel Administration and Industrial Relations Division (PAIRD) for approval.
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Petitioner voluntarily availed of the SSIP. He accomplished the application form and submitted it to the PAIRD.
He only questioned the approval of his retirement on a date earlier than his preferred retirement date.

The Labor Arbiter ruled that petitioner was not illegally dismissed from the service. Even the NLRC ruled that
petitioner could no longer withdraw his application for early retirement under the SSIP. However, the NLRC
ruled that respondent could not accelerate the petitioner's retirement date. The NLRC ruled that it could not
imagine how petitioner's continued employment until 31 December 1999 would impair the delivery of bank
services and attribute bad faith on respondent when it accelerated petitioner's retirement.

We do not agree. Whether petitioner's early retirement within the SSIP period will improve or impair the delivery
of bank services is a business decision properly within the exercise of management prerogative. More
importantly, the SSIP provides:

7. Management shall have the discretion and prerogative in approving the applications filed under the Plan, as
well as in setting the effectivity dates for separation within the implementation period of the Plan.[10]
(Emphasis supplied)

It is clear that it is within respondent's prerogative to set the date of effectivity of retirement and it may not be
necessarily what is stated in the application. We see no grave abuse of discretion on the part of respondent in the
exercise of this management prerogative. The exercise of management prerogative is valid provided it is not
performed in a malicious, harsh, oppressive, vindictive or wanton manner or out of malice or spite.[11] In this
case, the NLRC's finding that petitioner received a rating of 70.5% in his working and business relations is not
enough reason to ascribe bad faith on the part of respondent in accelerating the date of effectivity of petitioner's
retirement.

WHEREFORE, we DENY the petition. We AFFIRM the 26 October 2004 Decision and 6 December 2004
Resolution of the Court of Appealsin CA-G.R. SP No. 80176.

SO ORDERED.

Puno, C.J., (Chairperson), Corona, Leonardo-De Castro, and Bersamin, JJ., concur.

[1] Rollo, pp. 103-109. Penned by Associate Justice Isaias P. Dicdican with Associate Justices Elvi John S.
Asuncion and Ramon M. Bato, Jr., concurring.

[2] Id. at 125-126. Penned by Associate Justice Isaias P. Dicdican with Associate Justices Mercedes Gozo-Dadole
and Ramon M. Bato, Jr., concurring.

[3] Id. at 191-205. Penned by Labor Arbiter Violeta Ortiz-Bantug.
[4] Id. at 204-205.
[5] Id. at 241-250. Penned by Commissioner Edgardo M. Enerlan with Commissioner Oscar S. Uy, concurring.

[6] Id. at 265-266. Penned by Commissioner Edgardo M. Enerlan with Commissioners Gerardo C. Nograles and
Oscar S. Uy, concurring.

[7] I1d. at 108.

[8] Universal Raobina Sugar Milling Corporation (URSUMCO) v. Caballeda, G.R. No. 156644, 28 July 2008, 560
SCRA 115.
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[9] An Act Amending Article 287 of Presidential Decree No. 442, as amended, Otherwise Known As The Labor
Code of the Philippines, By Providing For Retirement Pay to Qualified Private Sector Employees In The Absence
of Any Retirement Plan In The Establishment. As amended, Article 287 reads:

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 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 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-haf (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 of
service incentive leaves.

Retail, service and agricultural establishments or operations employing not more than (10) employees or
workers are exempted from the coverage of this provision.

Violation of this provision is hereby declared unlawful and subject to the pena provisions provided under
Article 288 of this Code.

[10] CA rallo, p. 73.

[11] See Nagkahiusang Namumuo sa Dasuceco-National Federation of Labor (NAMADA-NFL) v. Davao Sugar
Central Co., Inc., G.R. No. 145848, 9 August 2006, 498 SCRA 271.
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