G.R. No. 201787. September 25, 2013 (Case Brief / Digest)

Title: Inocencio v. Hospicio de San Jose

Facts:

The case revolves around the validity of a lease agreement and the subsequent sublease
arrangement concerning a plot of land leased by Hospicio de San Jose (HDS]J) to German
Inocencio in 1946. The lease continued through yearly renewals, with the last documented
renewal in 1951, stating that contract transfer requires the lessor’s written consent.
German constructed buildings on the land, subleased them, and managed by his son Ramon
after German’s passing in 1997. Ramon collected rent and paid taxes without informing
HDS]J of his father’s death.

HDS]J, after accepting rental payments from Ramon, sought to terminate the lease on 31
March 2001, citing a lack of sublease consent. Ramon proposed renegotiation to no avail. In
March 2005, HDS] demanded Ramon vacates the property, billed for unrealized fruits, and
commenced leasing the property to new tenants. On 28 June 2005, HDS]J filed an unlawful
detainer complaint against Ramon and the sublessees for ilegal occupation since the lease’s
termination.

Procedurally, the case began at the Metropolitan Trial Court of Pasay (MeTC-Pasay). Ramon
claimed ownership of the buildings based on permits and tax declarations and challenged
HDS]J’s claims. Ramon died during trial, and his wife, Analita Inocencio, was substituted as
defendant. The MeTC ruled in HDS]J’s favor, a decision affirmed in toto by the Regional Trial
Court of Pasay (RTC-Pasay) upon Analita’s appeal. Analita filed a petition for the review with
the Court of Appeals (CA), which affirmed the decision with modifications regarding
damages.

Issues:

1. Whether the sublease contracts were valid.

2. If there was tortious interference by HDS]J.

3. Ownership of the buildings and the right to sublease after the lease contract’s
termination.

4. Entitlement of HDS]J to damages and attorney’s fees.

5. Prescription of action for unlawful detainer.

Court’s Decision:
The Supreme Court (SC) ruled partially in favor of the petitioner. It determined that lease
contracts are generally transmissible to heirs unless otherwise stipulated. It clarified that
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HDS]J’s lease contract’s non-transferability clause pertained to inter vivos transfers, not
transmission mortis causa. Recognizing Ramon as its month-to-month lessee, HDS]J had
effectively continued the lease contract with him.

The SC also ruled that Ramon’s sublease contracts were valid, as there was no prohibition
against subleasing in the lease contract. There was no tortious interference on the part of
HDS]J, as their engagement with Ramon’s sublessees was motivated by economic interests,
not malice.

Ownership of the buildings was a more complex issue. The SC emphasized that upon
cessation of the land lease, any sublease would also cease. However, under Article 1678 of
the Civil Code, the Inocencios or their estate should have been reimbursed for the
improvements or allowed to demolish the buildings, neither of which occurred.

Finally, the SC found that the action for unlawful detainer was not barred by prescription as
HDS]J filed the complaint within the required one-year period after its last demand for
Ramon to vacate.

Doctrine:

The SC established that lease contracts, by nature, are not personal and survive the death of
parties unless expressly stated otherwise. It also reinforced that in the absence of a
prohibition in the lease contract, the lessee may sublease the property (Article 1650 of the
Civil Code). Moreover, it upheld the right for lessors to receive reimbursement for
improvements under Article 1678 of the Civil Code.

Class Notes:

- Lease contract transmissibility to heirs (Art. 1311, Civil Code).

- Prohibition of subleasing (Art. 1649, 1650, Civil Code).

- Validity of sublease (Art. 1649 vs. Art. 1650, Civil Code).

- Prescription period for unlawful detainer (Rule 70, Section 1, Rules of Court).
- Reimbursement for improvements (Art. 1678, Civil Code).

- Tortious interference elements (Art. 1314, Civil Code).

Historical Background:

The historical context of the case takes us back to post-World War II Philippines, where
lease agreements and property developments were critical in the rebuilding process. The
invocation of legal provisions reflects the enduring application of the Civil Code of the
Philippines across different periods, emphasizing the relevance of property laws and the
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rights of the lessor and lessee amidst changing societal conditions.
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