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SECOND DIVISION

[ G.R. NO. 163561, July 24, 2007 ]

CENTRAL PANGASINAN ELECTRIC COOPERATIVE, INC,,
PETITIONER, VS. NATIONAL LABOR RELATIONS COMMISSION
AND LITO CAGAMPAN, RESPONDENTS.

DECISION

QUISUMBING, J.:

This is a petition for review on certiorari assailing the Decision[l] dated December

11, 2003 of the Court of Appeals in CA-G.R. SP No. 62285 and its Resolution!2]
dated April 19, 2004, denying the motion for reconsideration. The appellate court

had affirmed the Decision[3] dated July 31, 2000 of the National Labor Relations

Commission (NLRC), which sustained the decision[*] dated January 14, 2000 of the
Labor Arbiter.

The facts are undisputed.

Private respondent Lito Cagampan was the Acting Power Use Coordinator of
petitioner Central Pangasinan Electric Cooperative, Inc. (CENPELCO). On November
7, 1998, Cagampan received a check amounting to P100,831 from Aurora B.
Bonifacio as partial payment for the installation of a transformer in her building and
expansion of a three-phase line.

In a letterl>] dated November 14, 1998, Bonifacio informed CENPELCO's General
Manager Salvador de Guzman of the said transaction and that Cagampan did not
issue a receipt for the partial payment made. She also requested the immediate
installation of the transformer. Thereafter, Cagampan was directed to explain in
writing why he should not be disciplined or dismissed for the unauthorized
acceptance of payments for new electrical connections.

Upon investigation, it appeared that Cagampan knowingly entered into an
unauthorized contract for the installation of a transformer, and that he was not
authorized to accept payment. Hence, Cagampan was found guilty of violating
CENPELCO's Code of Ethics and Discipline, namely: (1) unauthorized acceptance of
payments for new connection; (2) dishonest or unauthorized activity whether for
personal gain or not; and (3) defrauding others by using the name of the company.

He was dismissed from service.[6]

Cagampan filed a complaint for illegal dismissal, praying for payment of backwages
and damages, and reinstatement. In a decision dated January 14, 2000, the Labor
Arbiter found that Cagampan used his position as a CENPELCO employee to enter
into a contract with Bonifacio for the purchase of materials and hiring of labor force

necessary for the installation of a transformer, in violation of company rules.[”] The



Labor Arbiter dismissed the complaint for lack of merit but ordered CENPELCO to
pay Cagampan separation pay, thus,

WHEREFORE, PREMISES CONSIDERED, the instant complaint is hereby
DISMISSED for lack of merit. The respondent corporation is, however,
ordered to pay the complainant P99,345.00 (P9,934.50 + 2 = P4,967.25
x 20) by way of separation pay.

SO ORDERED.![8]

Both parties appealed to the NLRC. In a decision dated July 31, 2000, the NLRC
affrmed the Labor Arbiter's decision. Private respondent's motion for
reconsideration was denied. CENPELCO sought reconsideration of the award of
separation pay but was also denied. Hence, petitioner filed a petition for certiorari
with the Court of Appeals on the ground that the NLRC committed grave abuse of
discretion amounting to lack or in excess of jurisdiction by affirming the award of
separation pay to private respondent. The appellate court dismissed the petition for
lack of merit. Petitioner moved for reconsideration but was denied.

Hence, this petition where petitioner raises the lone issue of —

WHETHER THE HONORABLE COURT OF APPEALS' DECISION UPHOLDING
THE AWARD OF SEPARATION PAY TO PRIVATE RESPONDENT CAGAMPAN
WHO WAS LEGALLY DISMISSED FOR GROSS MISCONDUCT AND ACTS OF

DISHONESTY IS CONTRARY TO THE EXISTING JURISPRUDENCE.[®]

Simply stated, at issue in this case is the propriety of the award of separation pay to
private respondent.

Petitioner maintains that private respondent is not entitled to separation pay since
he was dismissed for gross misconduct and acts of dishonesty. It contends that
separation pay or financial assistance is not awarded to employees lawfully

dismissed for serious misconduct or for cause reflecting on his moral character.[10]

Private respondent for his part claims that payment of separation pay for
humanitarian reasons is proper considering that he had served petitioner for almost

twenty-one years prior to his termination.[11]

The Court of Appeals in affirming the NLRC decision held that the NLRC did not
gravely abuse its discretion in awarding the benefits of compassionate justice. It
ratiocinated that considering his long years of service, it did not necessarily follow

that no award of separation pay could be made if there was no illegal dismissal.[12]
We find for petitioner. Separation pay should not be awarded.

Section 7, Rule I, Book VI of the Omnibus Rules Implementing the Labor Code
provides that when the employee is dismissed for any of the just causes under

Article 282[13] of the Labor Code, he shall not be entitled to termination pay without
prejudice to applicable collective bargaining agreement or voluntary employer policy
or practice.[14] Separation pay shall be allowed only in those instances where the
employee is validly dismissed for causes other than serious misconduct or those



