G.R. No. 222785. March 02, 2020 (Case Brief / Digest)

**Title:** *Anita C. Buce vs. Spouses George Galeon and Erlinda Tiongco Galeon, et al.*

**Facts:** The case began with a civil action for the recovery of possession initiated by the
Galeon Spouses, Cabrer Spouses, Sands Spouses, Jose M. Tiongco, and Maria Corazon M.
Tiongco (respondents) against Anita Buce (petitioner) over a parcel of land in Pandacan,
Manila. The respondents, heirs to Bernardo and Dionisio Tiongco, entered into a 15-year
lease agreement with the Buce Spouses in 1979, with an option for a 10-year renewal.
However, disputes over rental increases led the petitioner to file a complaint for specific
performance. The court initially favored the petitioner, stipulating a lease renewal, but this
decision was reversed by the Court of Appeals (CA), marking the end of the lease contract in
1994. The case escalated to the Supreme Court, which ruled against automatic renewal due
to lack of mutual agreement. Despite this, petitioner remained on the property, leading to a
subsequent complaint for recovery of possession. The trial court ordered the petitioner’s
eviction and the payment of rental arrears, a decision affirmed by the CA with modifications
on the reimbursement for the building constructed by the petitioner.

**Issues:** The Supreme Court tackled the following legal issues:

1. Whether the petitioner has the right to retain the land until reimbursed for
improvements.

2. Whether there was an implied new lease contract between the petitioner and the
respondents.

3. Whether the payment of attorney’s fees was proper.

**Court’s Decision:**

1. On retention rights, the Court held that as mere lessees, the petitioner was not a builder
in good faith, referencing Article 1678 of the Civil Code. Thus, respondents were not
obligated to reimburse unless they chose to appropriate the improvements, which was not
indicated.

2. Regarding the implied new lease, the Court found that the conditions for such were not
met, particularly because the respondents had issued a notice contradicting the
continuation of the lease.

3. The Court affirmed the payment of attorney’s fees to the respondents due to the
petitioner’s refusal to surrender possession after the lease’s expiration, deeming it an act of
bad faith.

**Doctrine:** This case underscores the principles surrounding lease agreements,
specifically:
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- The non-application of Article 448 of the Civil Code concerning reimbursement for
improvements to lessees, as elucidated by Article 1678.

- The conditions under which an implied new lease under Article 1670 of the Civil Code may
be established.

- The award of attorney’s fees as justified by Article 2208 of the Civil Code in instances of
bad faith.

**Class Notes:**

- *Lease Agreements*: Always review terms and conditions, including renewal clauses.
Understand the rights and obligations under Articles 1670 and 1678 of the Civil Code.

- *Implied New Lease*: Recognize the elements required for tacita reconduccion as per
Article 1670 and the impact of subsequent owner communication on lease continuation.

- *Improvements by Lessee*: Know that under Article 1678, lessees can be reimbursed for
useful improvements only if the lessor opts to appropriate them.

- *Attorney’s Fees*: Be aware of the circumstances under Article 2208 that justify the award
of attorney’s fees, especially in cases evidencing bad faith.

**Historical Background:** This case epitomizes the conflicts that arise in lease agreements,
particularly regarding the renewal, rental increases, possession, and improvements on the
leased property. It highlights the evolving jurisprudence on lessee and lessor rights in the
Philippines, providing a comprehensive examination of the legal principles governing such
disputes.
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