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FELICIANGO, J.:

In this Petition for Certiorari, petitioners Universal Textile Mills, Inc. ("Utex") and Patricio Lim seek to annul and
set aside the decision of the National Labor Relations Commission ("NLRC") in NLRC-NCR Case No. 7-2038-85
dated 25 January 1988 which reversed a decision of Labor Arbiter Ceferina J. Diosana and directed petitioners to
pay Utex's workers an additional basic wage increase of P1.50 starting from 13 March 1982 and continuing
indefinitely.

The record shows that on 24 March 1983, petitioner Utex and private respondents Associated Labor Unions -
TUCP and Universal Textile Mills Workers Union ("ALU") entered into a Collective Bargaining Agreement
("CBA™) which was to be in effect for a period of three (3) years from the said date. The CBA included the
following provisions:

"ArticleV
Wage Increase
‘Section 1. -- The company hereby grants the following wage increases to all covered employees:

(a) wage increase of P1.50 per day from March 13, 1982 to March 12, 1983 to those with at least one (1) year
of service as of March 13, 1982. Any backwages shall be computed exclusively on days actually worked not
including overtime, rest day premium, holiday premium, night differential pay, vacation and sick leave;
provided, however, that only those still in the payroll as of the date of the signing this Agreement shall be
entitled to any such backwages,

(b) an increase of P1.50 per day effective March 13, 1983 to employees with at least two (2) years of service
on such date;

(c) on the second and third years, if conditions so warrant, the Union may seek negotiation for wage
adjustments;

XXXXXXXXX"
(Italics supplied)

Two years later, between the months of February and July 1985, respondent unions filed several complaints
against petitioner Utex, namely:
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1. NLRC Case No. 2-480-85 filed on 11 February 1985 for unfair labor practice by reason of the management's
aleged refusal to negotiate concerning wage adjustments for the second and third years of the life of the CBA;

2. NLRC Case No. 7-2038-85 filed on 2 July 1985 for the petitioner's alleged failure and refusal to implement the
wage increases provided in Sections 1 (a) and (b) Article V of the CBA;

3. NLRC Case No. 7-2339-85 filed on 25 July 1985 for alleged "deadlock in wage reopening negotiation”, due to
management's alleged refusal to reopen negotiations for wage adjustments for the second and third years of the
CBA.

All the aforementioned cases were subsequently consolidated in the sala of Labor Arbiter Diosana. On 10 July
1986, the parties executed a Memorandum Agreement in which they agreed to dismiss with prejudice all the cases
pending before Labor Arbiter Diosana, except NLRC Case No. 7-2038-85.

In due time, in a decision dated 3 November 1986, the Labor Arbiter dismissed NLRC Case No. 7-2038-85 for
lack of merit. The Labor Arbiter held that respondent unions had failed to prove their charges against petitioners
and that the latter had complied with management's obligations under the CBA.

On appeal by private respondent unions, the NLRC set aside the decision of the Labor Arbiter and directed
petitioners to pay the workers a basic wage increase of P1.50 per day which, the NLRC held, was provided under
Section 1, paragraph (a), Article V of the CBA, starting from 13 March 1983 and continuing indefinitely. The
NLRC held that the P1.50 increase per day from 13 March 1982 to 12 March 1983 embodied in Section 1(a),
Article V of the CBA was a wage increase and not backwages, since said Article V itself refers to "Wage
Increase”. The NLRC also stated that Section 2 of the same article which provides that "(All) the foregoing
increases shall be deemed in compliance with Presidential Decrees/Letters of Instructions and/or Wage Orders
promulgated as of the date of signing of this Agreement,” would be bereft of meaning if the increase granted
under Section 1, paragraph (a) were to be considered as mere backwages. On 16 February 1989, the NLRC denied
petitioners Motion for Reconsideration.

Petitioners are now before us assailing the above ruling of the NLRC and submitting that the NLRC cannot order
petitioners to continue to pay the covered employees the P1.50/day provided in Section 1(a) of Article V of the
CBA beyond 12 March 1983 since the said amount was granted for a definite period only, i.e. from 13 March
1982 to 12 March 1983; that the same was not a wage increase but some sort of a"backwage."

1. The task before us is to ascertain and give effect to the intent projected by the parties to the CBA when they
agreed upon Section 1(a) of Article V thereof. That intent is, of course, to be determined in the first instance by
examining the words used by the parties in setting forth their agreement.[1] Those words are simply that a "wage
increase of P1.50 per day" was being granted by Utex "from March 13, 1982 to March 12, 1983" to employees
"with at least one (1) year of service as of March 13, 1982." Giving these quite ordinary words used by the parties
their ordinary signification, the parties may be seen to have intended to make that wage increase of P1.50 per day
to be effective for a defined and limited duration only, that is, from March 13, 1982 to March 12, 1983. In marked
contrast, Section 1(b) of Article V of the CBA provided for an increase of "P1.50 per day effective March 13,
1983, without setting a terminal date for the effectivity of that increase and hence, by clear implication,
stipulated for the continued effectivity of that increase for the indefinite future. Reading, as we must, Sections 1(a)
and 1(b) of Article V together, it will be seen that the parties agreed upon a wage increase of P1.50 per day
starting from March 13, 1982 to March 12, 1983, and from March 13, 1983 indefinitely into the future.

2. The NLRC misread Sections 1(a) and 1(b) of Article V of the CBA. The NLRC construed Article V as
providing for two (2) cumulative wage increases. a) the first increase, of P1.50 per day, under Section 1(a),
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starting March 13, 1982 and continuing indefinitely; b) the second increase, also of P1.50 per day, under Section
1(b), starting March 13, 1983 and also continuing indefinitely. Thus, under the NLRC's reading, starting March
13, 1983, a total wage increase of P3.00 per day was provided for. The principal difficulty with the NLRC's
reading is that it disregards the ordinary meaning of the words used by the parties in Section 1(a) of Article V. In
effect, the NLRC read Section 1(a) (“wage increase of P1.50 per day from March 13, 1982 to March 12, 1983 to
those with at least one [1] year of service as of March 13, 1982") as if it provided for a "wage increase of P1.50
per day from March 13, 1982 x x x to those with at least one (1) year of service as of March 13, 1982." The
NLRC, however, cannot remake a contract by eviscerating it, by deleting from it words placed there by the
parties. No court, no interpreter and applier of a contract, has such a prerogative.

3. The NLRC sought to justify its surgical interpretation by pointing to the words "wage increase” used in Section
1(a) of Article V, asif awage increase per se were to continue indefinitely into the future, without regard to the
actual words used by the parties. Such aview is simply without basis in law or common practice. In this instance,
words limiting the effectivity of that wage increase to an identified and limited period of time were used: "from
March 13, 1982 to March 12, 1983," and those words must be given effect. Actually, the parties used in Section
1(a) not only the phrase "wage increase" but also the terms "backwages." "Backwages' may seem a somewhat
clumsy term but the interpreter of this CBA must bear in mind that the CBA took effect as of March 13, 1983 (the
commencement date of the P1.50 per day increase stipulated in Section 1[b] of Article V) and that, consequently,
the net effect of Sections 1(a) and 1(b) was to provide for a P1.50 per day increase retroactively starting one (1)
year before the effective date of the CBA. In this light, Section 1(a) had indeed provided for "backwages": added
remuneration for work done in the preceding year.

It seems useful to note that Section 1(a) of Article V of the 1983 CBA was designed to bridge the one-year gap
which existed between the expiration date of the 1979 CBA and effectivity date of the 1983 CBA. The 1983 CBA
was naturally prospective in operation; thus the wage increase stipulated in Section 1(b) of Article V was effective
from March 13, 1983 and onwards. Upon the other hand, Section 1(a) of Article V in effect made Section 1(b)
retroactive to March 13, 1982, to cover the period during which the parties were negotiating what was to become
the 1983 CBA.

It also seems useful to note further that both 1) the preceding CBA between the parties, i.e., the CBA which took
effect on 31 January 1979, and 2) the succeeding CBA between the same parties, i.e., the CBA effective 25 June
1987, have provisions quite parallel to Sections 1(a) and 1(b) of Article V of the (1983) CBA here before us.
Section 1(a) of ArticleV of the 1979 CBA provided as follows:

"Section 1. The COMPANY shall grant the following wage increases:
@

Seven (7%) percent wage increase but not less than P1.00 on November 9, 1977 to January 31, 1979 rounded
to nearest P0.05 to those with at least one (1) year of service on November 9, 1977. Any backwages shall be
computed exclusively on days actually worked, not including overtime, rest day premium, holiday premium,
night differential pay, vacation and sick leave. In addition, said workers shall receive the amount of eighty
(P80.00) pesos each; only those still in the payroll on date of signing are entitled to backwages and eighty
(P80.00) pesos.

(b)

Effective February 1, 1979, an amount equivalent to 10% of their respective daily wages, rounded to the
nearest P0.05, to employees with at least two (2) years of service on such date.

(©
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Effective February 1, 1980, an amount equivalent to 5% of their respective daily wages, rounded to the nearest
P0.05 to employees with at least three (3) years of service on such date.

(d)

Effective February 1, 1981, an amount equivalent to 5% of their respective daily wages rounded to the nearest
P0.05, to employees with four (4) years of service or more, on such date."[2] (Italics supplied.)

Section 1 of Article V of the 1987 CBA reads thus --

"Section 1. The COMPANY hereby grants the following wage increases to all covered employees:

@

A backpay of P3.00 per day from June 11, 1986 to June 25, 1987 to those with at least one (1) year of service
of June 25, 1987. Any backpay shall be computed exclusive on days actually worked, not including overtime,
rest day premium, holiday premium, night differential pay, vacation and sick leave; PROVIDED, however,
that only those still in the payroll as of the date of the signing of this Agreement shall be entitled to any such
backpay.

(b)

An increase of P3.00 per day effective June 25, 1987 to those workers with at least one (1) year of service on
such date, including those who will complete one (1) year of service after said date.

(©

An increase of P4.00 per day effective June 25, 1988 to those workers with at least two (2) years of service on
that date, including those who will complete two (2) years of service after said date.

(d)

Anincrease of P5.00 per day effective June 25, 1989 to those workers with at least three (3) years on that date,
including those who will complete three (3) years of service after such date. PROVIDED, that those will
complete one (1) year, two years and three years of service as mentioned in par. b, ¢ and d, respectively, must
have been completed in the duration of the CBA and/or up to June 25, 1990."[3]

The Court notes that Section 1(a) of Article V of al three (3) CBAs (1979, 1983 and 1987) provide for a wage
increase expressed to be retroactively effective for a particular and limited period of time immediately preceding
the effective date of each CBA, while Section 1(b) et seg. of Article V established wage increases effective
prospectively. The relevant points are that respondent unions had never (before the case at bar) suggested that the
retroactive increases or backpay provided for in Section 1(a) were to be continued forward prospectively in
addition to or on top of the wage increases stipulated in Section 1(b) et seg. and that Utex certainly had not so
treated such "backpay" as continuing prospectively and cumulatively with the wage increases agreed upon in
Section 1(b) et seg. in each CBA. It iswell settled that the contemporaneous and subsequent conduct of the parties
may be taken into account by a court which must interpret and apply a contract entered into by them.[4]

4. We must also take note of Section 1 of Article XIV of the CBA before us, in obedience to the rule that a
stipulations of a contract must be read together with its other provisions and not in isolation from each other:[5]

"Section 1. Except the wage increases herein set forth in Article V (@) [should be V (1)(8)], this agreement and
the provisions thereof shall be effective from the date of signing hereof, and shall remain in full force and
effect, without change, for a period of three years, and shall inure to the benefit of, and bind each, and every
worker, including the present or future officers and/or directors of the UNION, or may hereafter be in the
employ of the Company for the duration of this Agreement.” (Underscoring and brackets supplied)
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Thus Section 1 of Article X1V comports precisely with our reading of Section 1(a) of Article V as effective only
in respect of a specific, limited period in the past, and without application to the unfolding future.

The palpable error committed by the NLRC in this case amounts to the imposition upon one of the parties to a
contract of an obligation which it had never assumed. In doing so, the NLRC acted without or in excess of its
jurisdiction.[6]

WHEREFORE, the Court Resolved to GRANT the Petition for Certiorari. The Decision of the NLRC in
NLRC-NCR Case No. 7-2038-85 dated 25 January 1988 is hereby SET ASIDE and NULLIFIED. The Decision
of the Labor Arbiter 3 November 1986 is hereby REINSTATED. No pronouncement as to costs.

SO ORDERED.

Fernan, C.J., (Chairman), Gutierrez, Jr., Bidin, and Cortes, JJ., concur.

[1] Fernandez v. Hon. Court of Appedls, et a. 166 SCRA 577 (1988).

[2] Annex "B" of Annex "J" of the Petition, Rollo, p. 112.

[3] Annex 'B' of Annex "K" of the Petition, Rollo, p. 124.

[4] Article 1371, Civil Code. See e.g., Sy v. Court of Appeals, 131 SCRA 116 (1989).
[5] Article 1374, Civil Code.

[6] Mlllarev. Hernando, 151 SCRA 484 (1987).

© 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. 87245. April 06, 1990

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



