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DIMAAMPAO, J.:

Repugned through the instant Petition for Review on Certiorari[1] are the Decision[2] and the Resolution[3] of the
Court of Appeals (CA) in the consolidated cases docketed as CA-G.R. CV No. 106831 and CA-G.R. SP No.
146745. In essence, the CA upheld the Decision[4] of Branch 66, Regional Trial Court of Makati City (RTC) in
Civil Case No. 09-525, adjudging petitioner Harbour Centre Port Terminal, Inc. (HCPTI) accountable for the first
40 damaged crates while the shipment insured by respondent Federal Phoenix Assurance Company, Inc. (Federal)
was under its control and possession; and solidarily liable with Nonpareil International Freight and Cargo
Services, Inc. (Nonpareil) for 141 additional spoiled crates. Concomitantly, the CA annulled and set aside the
RTC Orders dated June 19, 2015[5] and May 2, 2016[6] in Civil Case No. 09-525, which granted the motion for
execution filed by Federal; and denied HCPTI's motion for reconsideration thereof, respectively.

Culled from the records are the following operative facts:

On June 8, 2006, HCPTI received a shipment originating from the Port of Malaysia, consisting of 286 crates of
particle board for consignee Top Asia Corporation (Top Asia).[7] The shipment was insured by Federal in the
total amount of PHP 7,037,957.49. After initial survey conducted at HCPTI's premises in the Port of Manila, it
was discovered that 40 crates were wet and in bad order. Subsequently, Top Asia tapped the services of Nonpareil
to withdraw the shipment from HCPTI's storage facility. Upon delivery by Nonpareil, Top Asia inspected the
items and determined that an additional 141 crates were spoiled. On that account, Top Asia was constrained to
declare the shipment as a total loss and to file an insurance claim with Federal. Federal then paid PHP
2,768,375.44 to Top Asia. After disposing of some goods from the rejected shipment, Federal was able to earn
PHP 495,000.00, which it deducted from the amount it paid to Top Asia. On the strength of such payment,
Federal made several demands to HCPTI and Nonpareil for the balance of PHP 2,273,375.44, but to no avail.[8]
Consequently, Federal lodged a complaint[9] for collection of sum of money and damages against HCPTI and/or
Nonpareil, which was docketed as Civil Case No. 09-525.

Sifting through the discordant evidence of the parties with a fine-tooth comb, the RTC rendered judgment in favor
of Federal as follows:

WHEREFORE, judgment is hereby rendered in favor of [Federal] and against [HCPTI and Nonpareil,]
ordering [HCPTI and Nonpareil,] as follows:

1.

[HCPTI] is hereby ORDERED to pay [Federal] the amount of [PHP] 556,925.84 plus 6% interest thereon from
[the] date of filing of the Complaint until fully paid;
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2.

[HCPTI] and [Nonpareil] are hereby ORDERED to pay jointly and severally, [Federal] the following sums:

2.1.

[PHP] 1,716,449.60 plus 6% interest thereon from [the] date of filing of the Complaint until fully paid[;]

2.2.

2.5% of the total number 1 as attorney's fees; [and]

2.3.

Cost[s] of suit.

SO ORDERED.[10] (Emphasis in the original)

The RTC held that there is sufficient evidence to show that the subject shipment sustained damage while in the
possession of HCPTI and Nonpareil.[11] In particular, HCPTI is solely responsible for the value of 40 crates of
particle board,[12] while HCPTI and Nonpareil are jointly and severally liable for the worth of the remaining 141
crates of particle board, seeing that the damage thereto could have only been incurred while they were in the
custody of either HCPTI or Nonpareil.[13] By virtue of the payment of Top Asia's insurance claim, the RTC
found it inevitable that Federal has been subrogated to the rights of Top Asia.[14]

Thereafter, only HCPTI moved for new trial and/or reconsideration.[15] Meanwhile, Federal sought the execution
of the July 25, 2014 Decision.[16] Via the June 19, 2015 Order,[17] the RTC brushed aside HCPTI's motion for
new trial and/or reconsideration but issued the writ of execution prayed for by Federal.[18]

Aggrieved, HCPTI filed a Notice of Appeal[19] with respect to the main judgment, docketed as CA-G.R. CV No.
106381, as well as a motion for reconsideration of the June 19, 2015 Order directing the issuance of a writ of
execution in Federal's favor. However, the RTC gave short shrift to HCPTI's motion for reconsideration in its
May 2, 2016 Order,[20] prompting it to file a Rule 65 petition before the CA,[21] which was docketed as
CA-G.R. SP No. 146745.

On September 25, 2019, the CA promulgated the impugned Decision, the decretal portion of which reads:

FOR THESE REASONS, the instant appeal is DENIED for lack of merit. The Decision dated 25 July 2014 of
the [RTC] is hereby AFFIRMED in toto. This notwithstanding, the present petition for certiorari is
GRANTED[.] [T]he assailed Orders dated 19 June 2015 and 2 May 2016 are hereby ANNULLED and SET
ASIDE.

SO ORDERED.[22] (Emphasis in the original)

Preliminarily, the CA ruled that the RTC did not err in waiving the right of HCPTI to present its evidence owing
to its failure to exercise the necessary prudence in litigating the case.[23] In the same vein, the RTC rightfully
denied HCPTI's motion for new trial and/or reconsideration. For one, Rule 37, Section 1 of the Rules of Court
refers to excusable negligence, not gross negligence. To this end, the negligence of HCPTI's counsel is not
tantamount to excusable negligence which warrants a new trial.[24] For another, the affidavit of merit submitted
by HCPTI did not even mention the particular evidence or witness it seeks to present should its motion be
granted.[25]

On the merits, the CA ratiocinated that the subject shipment could only have been damaged while in the
successive possession of HCPTI and Nonpareil. Thus, they are both accountable for the damage to 141 crates of
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the shipment, which was discovered only after thorough investigation. Anent the remaining 40 crates, the CA
agreed with the RTC that HCPTI is exclusively responsible therefor since the damage was uncovered even before
the shipment was turned over to Nonpareil.[26]

Lastly, the CA decreed that the RTC committed grave abuse of discretion when it allowed the discretionary
execution of its judgment without observing the requisites ordained by Rule 39, Section 2 of the Rules of
Court.[27] As a result, all proceedings connected to the issuance and implementation of the writ of execution
prematurely issued by the RTC are null and void.[28]

HCPTI's subsequent bid for partial reconsideration[29] was denied by the CA through the repugned
Resolution.[30]

Unyielding, HCPTI seeks refuge before the Court. It asserts that the evidence adduced by Federal showed that the
damage to the shipment was actually caused by Top Asia's failure to containerize the cargo.[31] Moreover,
HCPTI insists that its former counsel committed gross and excusable negligence which caused the outright
deprivation of its right to present evidence before the RTC. Therefore, the CA mistakenly denied HCPTI's motion
for new trial and/or reconsideration.[32]

On the other hand, Federal maintains that the CA did not err in ruling that HCPTI was negligent in handling Top
Asia's shipment.[33] By the same token, the CA correctly denied HCPTI's motion for new trial and/or
reconsideration for the following reasons: one, HCPTI did not seek reconsideration of the RTC Order which
declared it to have waived its right to present evidence; two, HCPTI was unable to present any witness during the
hearing on its motion for new trial and/or reconsideration; and three, HCPTI's claim that its former counsel, Atty.
Ricky G. Gonzaga, did not disclose the developments in the case is improbable since he was a member of its
Legal Department. [34]

At the interstice, the Court directed the parties to move in the premises.[35] Conforming to the Court's directive,
the parties submitted a Joint Manifestation and Motion to Withdraw Petition,[36] containing the following
avowals:

2. In the interim, without admission of liability, and in order to avoid further litigation and to save the precious
time of the Honorable Supreme Court, the Parties have amicably settled their respective claims in relation to
the case.

3. Thus, the Parties hereby move for the withdrawal of the instant [P]etition.[37] (Emphasis supplied)

Through its Compliance,[38] HCPTI presented the Compromise Agreement[39] executed by the herein parties for
the Court's approval, the full terms and conditions of which are reproduced hereunder:

COMPROMISE AGREEMENT

KNOW ALL MEN BY THESE PRESENTS:

This Compromise Agreement (the "Agreement") entered into this __ day of December 2023 by and between:

HARBOUR CENTRE PORT TERMINAL, INC., a corporation duly organized and existing under and by
virtue of Philippine laws, with principal office address at R-II Building, 136 Malakas Street, Diliman, Quezon
City, represented herein by its President, KATHERINE JOY R. MODESTO (the "First Party");

-and-

FPG INSURANCE CO.[,] INC., formerly FEDERAL PHOENIX ASSURANCE COMPANY, a corporation
duly organized and existing under and by virtue of Philippine laws, with principal office address at 6/F Zuellig
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Building, Makati Avenue corner Paseo De Roxas, Makati City, represented herein by its Vice[ ]President,
[NOEL N. SALVADOR] (the "Second Party").

WITNESSETH THAT:

WHEREAS, the First Party is the petitioner in Harbour Ventre [sic] Port Terminal, Inc. v. Federal Phoenix
Assurance Company, Inc. (G.R. No. 252875), currently pending before the Supreme Court-Third Division (the
"Case["]); and

WHEREAS, in order to avoid further litigation, the Parties have agreed to amicably settle the Case. (Emphasis
supplied)

NOW, THEREFORE, subject to the terms and conditions below, and without admission of any liability, the
Parties have agreed as follows:

1.

Upon the execution of this Agreement, the First Party shall pay to the Second Party the amount of Philippine
Pesos: Three Million ([PHP] 3,000,000.00).

2.

The Parties shall file with the Supreme Court the appropriate pleadings and motions to cause the withdrawal
and settlement of the Case.

3.

With the fulfillment of the foregoing, the Parties amicably settle and resolve all of their respective claims,
demands, and/or causes of action against each other with respect to the Case, subject to, and in accordance
with, the terms and conditions set forth in this Agreement and existing laws. (Emphasis supplied)

IN WITNESS WHEREOF, the Parties have hereunto set their hands and signatures on the date and place above
written.

HARBOUR CENTRE PORT
TERMINAL, INC.

FPG INSURANCE
CO., INC[.]

By: By:

(Signed)
KATHERINE JOY R. MODESTO
President

(Signed)
NOEL N. SALVADOR
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Vice[ ]President

Acting on the joint motion to withdraw the instant Petition for Review on Certiorari grounded on the Compromise
Agreement between HCPTI and Federal, the Court resolves to grant the same.

Article 2028 of the Civil Code remains to be the guiding polestar on compromise agreements, viz.:

A compromise is a contract whereby the parties, by making reciprocal concessions, avoid a litigation or put an
end to one already commenced.

By entering into a compromise agreement, the parties in a legal action adjust their difficulties in the manner they
have agreed upon, overlooking the possible gain in litigation and bearing in mind that such gain is balanced by the
danger of losing.[40] Undeniably, compromise agreements are vital tools in dispute resolution.[41] Elsewise
stated, such means of settling disagreements is an accepted, even desirable and encouraged, practice before courts
of law as well as administrative tribunals.[42]

Article 2028 contemplates two kinds of compromise agreements based on object or purpose. The first one is an
extrajudicial compromise, where the object of the parties is to avoid litigation. The second one is a judicial
compromise, the purpose of which is to terminate an existing lawsuit, such as in this case.[43]

As the term implies, a compromise agreement, be it extrajudicial or judicial, constitutes the contract between the
parties. Hence, to be valid, it must comply with the following requisites under the law on contracts: (a) consent of
the parties; (b) object certain; and (c) cause of the obligation. Likewise, the compromise agreement must be based
on real claims and be actually agreed upon in good faith. Lastly, it must not be contrary to law, public order,
public policy, morals, or good customs.[44]

The ramifications of a judicial compromise are ingrained in this jurisdiction, thusly:

Once stamped with judicial imprimatur, [a compromise agreement] becomes more than a mere contract
binding upon the parties; having the sanction of the court and entered as its determination of the controversy, it
has the force and effect of any other judgment. It has the effect and authority of res judicata, although no
execution may issue until it would have received the corresponding approval of the court where the litigation
pends and its compliance with the terms of the agreement is thereupon decreed.[45] (Emphasis supplied,
citation omitted)

Accordingly, before stamping its imprimatur on any compromise agreement, courts are duty bound to strictly
scrutinize the terms thereof to ensure that both the compromise and its execution are compliant with the pertinent
laws and procedural rules.[46]

In the instant case, not only is the Compromise Agreement freely entered into by the duly authorized
representatives of the parties to the dispute,[47] but the terms thereof are also consistent with law, morals, good
customs, public order, and public policy.

ACCORDINGLY, the Joint Manifestation and Motion to Withdraw Petition dated December 11, 2023 is
GRANTED. The Compromise Agreement is APPROVED and ADOPTED, and judgment is hereby rendered in
accordance therewith. The parties are ORDERED to comply with the terms and conditions of the Compromise
Agreement in utmost good faith.

By virtue of the approval of the Compromise Agreement, this case is deemed CLOSED and TERMINATED. No
pronouncement as to costs.

Let entry of judgment be ISSUED IMMEDIATELY.
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SO ORDERED.

Caguioa (Chairperson), Inting, Gaerlan, and Kho, Jr.[**], JJ., concur.

[*] Also spelled as "Center" in some parts of the rollo.

[*][*] Designated additional Member vice Singh, J., per Raffle dated October 14, 2025.

[1] Rollo, pp. 28-50.

[2] Id. at 56-79. The September 25, 2019 Decision was penned by Associate Justice Elihu A. Ybañez and
concurred in by Associate Justices Maria Filomena D. Singh (now a Member of the Court) and Tita Marilyn B.
Payoyo-Villordon of the Fifteenth Division, Court of Appeals, Manila.

[3] Id. at 52-54. The March 2, 2020 Resolution was penned by Associate Justice Elihu A. Ybañez and concurred
in by Associate Justices Maria Filomena D. Singh (now a Member of the Court) and Tita Marilyn B.
Payoyo-Villordon of the Former Fifteenth Division, Court of Appeals, Manila.

[4] Id. at 180-191. The July 25, 2014 Decision was penned by Presiding Judge Joselito C. Villarosa.

[5] Id. at 192-193.

[6] Id. at 196.

[7] Id. at 158.

[8] Id. at 57-59.

[9] Id. at 157-160. Dated June 16, 2009.

[10] Id. at 191.

[11] Id.

[12] Id. at 189.

[13] Id. at 189-190.

[14] Id. at 190.

[15] Id. at 293-303, Motion for New Trial and/or Motion for Reconsideration (Re: Decision dated July 25, 2014).

[16] Id. at 316-324, Motion for Execution with Comment/Opposition to Defendant [HCPTI]'s Motion for New
Trial and/or Motion for Reconsideration.

[17] Id. at 192-193.

[18] Id. at 193.

[19] Id. at 194-195. Dated July 27, 2015.

[20] Id. at 196.

[21] Id. at 61.

[22] Id. at 78.

[23] Id. at 68.
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[24] Id. at 69.

[25] Id. at 70.

[26] Id. at 73.

[27] Id. at 76.

[28] Id. at 78.

[29] Id. at 80-89, Partial Motion for Reconsideration.

[30] Id. at 53.

[31] Id. at 33-36.

[32] Id. at 40-43.

[33] Id. at 386-391, Comment/Opposition.

[34] Id. at 391-392.

[35] Id. at 402, March 29, 2023 [Notice, Third Division].

[36] Id. at 412-415. Dated December 11, 2023.

[37] Id. at 412.

[38] Id. at 428-443. Dated November 7, 2024.

[39] Id. at 431-432.

[40] See St. Francis Plaza Corporation v. Solco, 898 Phil. 1015, 1030 (2021) [Per J. Inting, Third Division].
(Citation omitted)

[41] See Leones v. Judge Corpuz, 915 Phil. 449, 461 (2021) [Per J. Hernando, Second Division].

[42] See Asset Pool A (SPV-AMC), Inc. v. Clark Dev't. Corp., 772 Phil. 576, 584 (2015) [Per J. Bersamin, First
Division]. (Citation omitted)

[43] See Fil-Estate Properties, Inc. v. Reyes, 863 Phil. 221, 256 (2019) [Per J. Leonen, Third Division]. (Citation
omitted)

[44] See Ilocos Norte Electric Cooperative v. Andres-Ranjo, 928 Phil. 568, 585 (2022) [Per J. M. Lopez, Second
Division]. (Citations omitted)

[45] Republic v. Heirs of Eligio Cruz, 842 Phil. 280, 288 (2018) [Per J. Caguioa, Second Division].

[46] See id. at 288. (Citation omitted)

[47] Rollo, pp. 433-434, Acknowledgments.
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