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MONDRAGON LEISURE AND RESORTS CORPORATION,
MONDRAGON INTERNATIONAL PHILIPPINES, INC. AND

MONDRAGON SECURITIES, INC. PETITIONERS, VS. COURT OF
APPEALS AND CLARK DEVELOPMENT CORPORATION.

RESPONDENTS. 
  

R E S O L U T I O N

ROMERO, J.:

On March 25, 1999, the Mondragon Leisure and Resorts Corporation (hereafter
referred to as Mondragon) filed a petition for review on certiorari under Rule 45 with
this Court. Said petition sought the reversal of the decision of the Court of Appeals
dated March 19, 1999 setting aside (1) the temporary restraining orders dated
December 15 and 16, 1998 issued by Judge Yturralde in Civil Case No. 9242; and
(2) the restraining orders dated December 15, December 22, 1998 and January 4,
1999, as well as the order to comment, issued by Judge Viola in Civil Case 8970.

Mondragon is the lessee of a 152.25 has. area in what used to be Clark Air Base,
having leased the same from private respondent Clark Development Corporation
(hereafter CDC) for a period of fifty years. Due to alleged violations by Mondragon
of the lease agreement it had with CDC, specifically, over what CDC claims to be
Mondragon's non-payment of the proper rent over the leased property, the latter
sought to eject the former from the premises. In the course of the dispute,
personnel of the Philippine National Police set up barricades around the Mimosa
Regency Casino, one of the establishments operated by Mondragon in the leased
area.

In order to prevent its ejectment, Mondragon filed a complaint with the Regional
Trial Court of Angeles City, docketed therein as Civil Case No. 9242. The complaint,
which prayed for a temporary restraining order, was raffled off to the sala of Judge
Yturralde. Said judge granted the prayer for a restraining order.

In the interim, the Philippine Amusement and Gaming Corporation (hereafter
PAGCOR) likewise threatened to revoke Mondragon's authority to operate the
Mimosa Regency Casino. Mondragon was, thus, constrained to file a complaint with
the Regional Trial Court of Angeles City to restrain PAGCOR from revoking its license
to operate a casino. The complaint, docketed as Civil Case No. 8970, was raffled off
to the sala of Judge Viola, who issued a restraining order, not only against PAGCOR,
but also against CDC.

Aggrieved by the issuance of these restraining orders, CDC brought the matter to
the Court of Appeals. On March 19, 1999, the appellate court set aside said
restraining orders, prompting Mondragon to appeal to this Court. Subsequent to



Mondragon's filing of the present petition, the Court deputized the Philippine
National Police, who were still deployed around the area, to prevent persons from
entering or leaving the premises of the casino.

On May 13, 1999, CDC filed a manifestation with the Court stating that they were
willing to negotiate with Mondragon for the possible amicable settlement of the
case. On May 17, 1999, Mondragon responded thereto by filing a manifestation
stating their sincere desire to have the case amicably settled. In view of this
development, the Court issued a resolution, dated May 18, 1999, granting the
parties a non-extendible period of twenty days within which to submit an amicable
settlement.

On June 28, 1999, the parties submitted a joint manifestation and motion to this
Court stating that the parties had reached an amicable settlement, as embodied in a
Compromise Agreement executed by the parties on even date, as follows:

COMPROMISE AGREEMENT

This Compromise Agreement executed by and between -

CLARK DEVELOPMENT CORPORATION, and corporation duly
organized and existing under Philippine laws with principal office address
at Building 2127, E. Quirino Avenue cor. C.P. Garcia Avenue, Clark Field,
Pampanga, represented herein by its President and Chief Executive
Officer, RUFO COLAYCO (hereafter, "CDC");

 

and

MONDRAGON LEISURE AND RESORTS CORPORATION, a corporation
duly organized and existing under Philippine laws and with principal office
address at Mimosa Leisure Estate, Clark Field, Pampanga, represented
herein by its Chairman of the Board and Chief Executive Officer, JOSE
ANTONIO U. GONZALEZ (hereafter, "MLRC");

 

Witnesseth that-

WHEREAS, CDC and MLRC are presently involved in judicial disputes
which are now pending before the Regional Trial Court in Angeles City,
Branch 58, entitled "Mondragon Leisure and Resorts Corporation", et al.
vs. Clark Development Corporation", docketed as Civil Case No. 9242,
and the Supreme Court entitled "Mondragon Leisure Resorts Corporation,
et al. vs. Clark Development Corporation", docketed as G.R. No. 137796-
97;

 

WHEREAS, the Supreme Court, in its Resolution dated May 18, 1999,
required MLRC and CDC to submit an amicable settlement within twenty
(20) days from receipt thereof;

 

WHEREAS, on June 24, 1999, the parties entered into an Agreement to
submit their disputes to a Board of Arbitrators;

 

WHEREAS, in the proceedings before the Board of Arbitrators on June



26, 1999 - after the parties had presented their position papers and fully
and freely ventilated their respective submissions and arguments
concerning the issues - a Compromise Agreement was eventually
reached through the mediation of the Arbitrators, resolving the disputes
to the parties' mutual satisfaction.

NOW THEREFORE, for and in consideration of the foregoing premises,
the parties hereby agree that:

1. Rentals in Arrears. MLRC shall pay CDC the amount of THREE
HUNDRED TWENTY FIVE MILLION PESOS (Php 325,000,000.00) by
way of rentals in arrears as of June 30, 1999. MLRC shall pay CDC
in installments, without need of demand, the amount of THREE
HUNDRED TWENTY FIVE MILLION PESOS (Php 325,000.000.00) on
or before the following dates as follows:

 

July 31, 1999 Php 50,000,000.00
August 31, 1999 Php 50,000,000.00
September 31, 1999 Php 50,000,000.00
October 31, 1999 Php 50,000,000.00
November 31, 1999 Php 50,000,000.00
December 31, 1999 Php 50,000,000.00
June 30, 2000 Php 25,000,000.00

To secure the payment of the foregoing indebtedness of MLRC to
CDC, MLRC shall open an irrevocable domestic letter of credit in
favor of CDC from a reputable commercial or universal bank
acceptable to CDC in the amount of THREE HUNDRED TWENTY FIVE
MILLION PESOS (Php 325,000,000.00) and shall submit such letter
of credit to CDC not later than thirty (30) days from the signing of
this Compromise Agreement at the office of CDC at Building 2127,
E. Quirino Avenue cor. C.P. Garcia Avenue, Clark Field, Pampanga.

 

2. Minimum Guaranteed Lease Rentals. The Minimum guaranteed
Lease Rentals as provided in the Master Lease Agreement, the
Supplemental Lease Agreements and other Lease Agreements are
hereby consolidated and modified as follows:

 

1-Jul 1999 to 28-Feb 2000 73,333,333.33
1-Mar 2000 to 28-Feb 2001 121,000,000.00
1-Mar 2001 to 28-Feb 2002 133,100,000.00
1-Mar 2002 to 28-Feb 2003 146,410,000.00
1-Mar 2003 to 28-Feb 2004 161,051,000.00
1-Mar 2004 to 28-Feb 2005 177,156,100.00
1-Mar 2005 to 28-Feb 2006 194,871,710.00
1-Mar 2006 to 28-Feb 2007 214,358,881.00
1-Mar 2007 to 28-Feb 2008 235,794,769.10
1-Mar 2008 to 28-Feb 2009 259,374,246.01
1-Mar 2009 to 28-Feb 2010 285,311,670.61
1-Mar 2010 to 28-Feb 2011 313,842,837.67
1-Mar 2011 to 28-Feb 2012 345,227,121.44
1-Mar 2012 to 28-Feb 2013 379,749,833.58
1-Mar 2013 to 28-Feb 2014 417,724,816.94



1-Mar 2014 to 28-Feb 2015 457,408,674.55
1-Mar 2015 to 28-Feb 2016 500, 862,498.63
1-Mar 2016 to 28-Feb 2017 548,444,436.00
1-Mar 2017 to 28-Feb 2018 600,546,657.42
1-Mar 2018 to 28-Feb 2019 657,598,589.88
1-Mar 2019 to 28-Feb 2020 720,070,455.92
1-Mar 2020 to 28-Feb 2021 788,477,149.23
1-Mar 2021 to 28-Feb 2022 863,382,478.41
1-Mar 2022 to 28-Feb 2023 945,403,813.86
1-Mar 2023 to 28-Feb. 2024 1,035,217,176.17
1-Mar 2024 to 28-Feb 2025 1,133,562,807.91
1-Mar 2025 to 28-Feb 2026 1,241,251,274.66
1-Mar 2026 to 28-Feb 2027 1,359,170,145.75
1-Mar 2027 to 28-Feb 2028 1,488,291,309.60
1-Mar 2028 to 28-Feb 2029 1,629,678,984.01
1-Mar 2029 to 28-Feb 2030 1,784,498,487.49
1-Mar 2030 to 28-Feb 2031 1,954,025,843.80
1-Mar 2031 to 28-Feb 2032 2,139,658,298.96
1-Mar 2032 to 28-Feb 2033 2,342,925,837.37
1-Mar 2033 to 28-Feb 2034 2,565,503,791.92
1-Mar 2034 to 28-Feb 2035 2,809,226,652.15
1-Mar 2035 to 28-Feb 2036 3,076,103,184.10
1-Mar 2036 to 28-Feb 2037 3,368,332,986.59
1-Mar 2037 to 28-Feb 2038 3,688,324,620.32
1-Mar 2038 to 28-Feb 2039 4,038,715,459.25
1-Mar 2039 to 28-Feb 2040 4,422,393,427.88
1-Mar 2040 to 28-Feb 2041 4,842,520,803.52
1-Mar 2041 to 28-Feb 2042 5,302,560,279.86
1-Mar 2042 to 28-Feb 2043 5,806,303,506.44
1-Mar 2043 to 28-Feb 2044 6,357,902,339.56

3. Comparison of MGLR and PGR. The parties shall compare the
Percentage of Gross Revenues (PGR) derived by MLRC from its
operations, and the Minimum Guaranteed Lease Rentals (MGLR), to
determine whether such PGR is higher or lower than the MGLR set
forth above, as provided for in the Master Lease Agreement,
Supplemental Lease Agreements and other Lease Agreements. The
amount of rental due to CDC is the higher of the MGLR or PGR. The
comparison of the PGR and MLGR shall be done on a monthly basis
at MLRC's offices, starting on or before July 31, 1999. For such
purpose, MLRC agrees to allow CDC or its authorized
representatives to inspect all records, books of accounts and other
accounting papers necessary for such comparison. Reconciliation of
the MGLR and PGR for the purpose of determining which is higher
for the year and making the necessary adjustments, shall be done
by accounting representatives of each party not later than May 31
of the succeeding year using the audited financial statements of
MLRC prepared by a reputable accounting firm acceptable to CDC.

 

4. Computation of PGR. The gross revenues of all business activities
within the Leased properties, including sub-leases and subsidiaries
(within the Leased Properties), shall be included in the computation
of the PGR; provided that the gross revenues of the casino


